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COVID-19 pandemic has been by far the biggest public health challenge worldwide that caused the world to 
stand still due to lockdowns imposed to curb the rapid spread of the virus. Yet it cost numerous human lives and 
caused unprecedented economic and social disruption all over the world. The poorest of the world’s population 
has been affected the most. In 2021, the average income of people in the bottom 40% of the global income 
distribution are 6.7% lower than pre-pandemic projections, while those of people in the top 40 % are down 2.8% 
(Yonzen et al., 2021).

The impact of the pandemic on Bangladesh economy and its people has been no different. As a result of 
repeated lockdowns, the economy has experienced significantly lower real GDP growth of 5.24% for FY2019-
20 than the target as well as actual growth (8.15%) recorded in FY2018-19 (Bangladesh Bank, 2021). Soon after 
the onset of the pandemic, a study carried out by PPRC and BIGD revealed that the extent of the income drop 
was 75% in urban slums and 62% for the rural respondents. According to research by SANEM, the national 
lower poverty rate in 2020 tripled since 2018 (from 9.4% to 28.5%) while the national upper poverty rate almost 
doubled (from 21.6% to 42.0%). 

Microfinance has direct and indirect impact on the overall economy through integration of the rural financial 
sector and stimulating the economy through microcredit and savings (Rahman, 2018). In 2020, the MFIs have 
been able to inject BDT 1360 billion into the rural economy which has contributed significantly to the country’s 
GDP (MRA, 2021).  Currently, a total of 759 MFIs, certified by the MRA are providing financial as well as other 
social development services to about 33.3 million people of the country; 171,000 people have been employed 
in these institutions. As of FY 2019-20, the MRA certified MFIs have a total loan outstanding of BDT 888.46 
billion while having savings of BDT 373.9 billion in total (MRA, 2021). 

There are many underlying challenges that MFIs always have to deal with to ensure smooth functioning of 
their microfinance programme. With the prevalence of the COVID-19 pandemic, situation has become further 
complicated. Multiple lockdowns to prevent the spread of the COVID-19 resulted in added burden for the low-
income people by disrupting their economic activities and shrinking their sources of income. At the same time, 
microfinance sector also suffered as field operation was suspended. On the contrary, this impact on MFIs has 
curbed the cash flow into the rural economy which had an adverse impact on the overall economy.  

As an international network of development practitioners, INAFI Bangladesh strives to serve its member 
organizations and microfinance sector as a whole through research, trainings, and innovative projects. During 
this post-COVID recovery period, INAFI, with the encouragement and support of its members undertook 
this study to understand to what extent the MFIs’ clients were affected by COVID-19 in terms of their income, 
financial state and what have been their coping mechanisms; what challenges the MFIs faced in order to sustain 
during this pandemic and their responses to it. INAFI initiated this small-scale study with the hope that the 
findings from this study may be of some benefit to the MFIs and may form the basis for further in-depth studies.   

Mahbuba Haque
Executive Director
INAFI Bangladesh

S. N. Kairy
Chairperson
INAFI Bangladesh

Preamble
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With the aim to assess the economic impact of 
COVID-19 during the years of 2020 and 2021 on 
MFIs and its clients, INAFI (International Network 
of Alternative Financial Institutions) Bangladesh 
has undertaken this study. The study seeks to 
understand (i) the economic changes in microfinance 
and microenterprise clients due to COVID-19 
pandemic in terms of their income, employment 
and savings; (ii) changes in client behavior and their 
expectation towards products and services such as: 
delivery mechanism, overall process of transaction 
by respective MFIs due to the pandemic; and (iii) the 
perspective of MFIs in dealing with this pandemic 
situation, their lessons learnt through this process. 

The study targeted 2 groups of respondents: MF 
(loans up to BDT 100,000) and ME borrowers (loans 
more than BDT 100,000) from 5 large, 6 medium and 
3 small MFIs1. The study was carried out in 9 districts 
covering 442 borrowers in total through personal 
interviews (140 MF borrowers and 146 ME borrowers) 
and FGDs where respondents were selected using 
purposive sampling. Moreover, information has 
been collected from 22 MFIs on challenges and 
policy changes due to COVID-19 pandemic using 
prescribed format. Additionally, feedback was 
collected from 107 branch staff using structured 
format.

Profiles of the Respondents: 82.5% of the total 
respondents are female. Average monthly HH 
income of MF respondents stood at BDT 21,789 while 
the figure for ME respondents was calculated at BDT 
81,544. More than 40% and 25% of all respondents 
have mentioned that they have been a member of 
the MFI for 3 to 5 years and 6 to 10 years respectively.

Effect of COVID-19 Pandemic on Borrowers: 
83.6% of the MF respondents and 84.2% of the ME 

EXECUTIVE SUMMARY

respondents mentioned reduced income/loss in 
business due to the pandemic. 40% MF respondents 
mentioned there was no work/loss of job. 25% MF 
and 18.5% ME respondents said that they were 
unable to pay loan instalments on time. 21.3% of all 
respondents mentioned that they were adversely 
affected as prices of daily essentials increased.

Average financial loss incurred by MF and ME 
respondent households in 1.5 years during pandemic 
were BDT 105,724 and BDT 388,624 respectively. 
Current average monthly household income of all 
respondents was found to be 20.4% lower than it was 
before 2020 while their expenditure had to be cut 
down by 5.1%.

Considering their household income and 
expenditure before 2020, 79.3% MF and 93.2% ME 
respondents said they had ‘surplus’ whereas after 
2020, only 23.6% MF and 45.2% ME respondents 
said having ‘surplus’. Number of households whose 
financial state is ‘always deficit’ increased from 0.7% 
to 20.7% for MF households and from 0% to 18.5% 
for ME households.

Some of the main coping mechanisms mentioned by 
the respondents are taking loan (from any source), 
withdrawing/using savings, reducing expenditure, 
selling/mortgaging asset and receiving assistance 
among others. 

Respondents’ Impression about MFI and its 
Products and Services: For ME borrowers (54.1%), 
good behavior of MFI staff seems to be the most 
important factor in choosing the MFI. On the other 
hand, for MF borrowers (53.6%), availability of loan 
amount as per their requirement is most important 
factor. This is also second important factor for ME 
borrowers (45.9%). 

1  ‘Large MFI’ has been defined as MFIs that have outstanding portfolio of BDT 20 billion or more; ‘medium MFI’ is MFIs 
that have outstanding portfolio between BDT 20 billion and BDT 1.5 billion; ‘small MFI’ has been defined as MFIs with 
outstanding portfolio of BDT 1.5 billion or less.
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Average loan size is BDT 57,875 for MF and BDT 
276,705 for ME respondents. 60.87% respondents 
from small MFIs have taken loans from multiple 
sources whereas the figures are 28.44% and 18.3% 
for medium and large MFIs’ borrowers respectively. 
More than one-fourth of the borrowers from small 
MFIs who have multiple loans from different sources 
mentioned ‘not getting the required amount of loan’ 
as reason for multiple borrowing.  

When asked in case of loan products, what other 
facilities would be more convenient, the responses 
included lower interest rate (69.6%); longer tenure 
(29.0%); larger loan amount/loan amount as per 
demand (27.6%); lower amount of instalment (21.3%); 
easier loan application process (16.4%) and approval 
of new loan before existing loan is repaid (16.1%) 
among others.

Average amount of total savings (at either MFI or 
bank or both) of MF borrowers is BDT 16,743 and 
of ME borrowers is BDT 40,780. When asked, in 
case of savings what other facilities would be more 
convenient, the following responses were received: 
to be able to withdraw savings anytime (77.4%); 
increase the rate of return on savings (26.0%); reduce 
the amount of general savings per thousand (14.7%); 
and deposit monthly savings rather than weekly 
(5.6%) among others. 

Operational Performance of the MFIs during 
Pandemic:2  In order to compare the MFIs’ 
performance before, during and after the pandemic 
data was collected on some basic indicators.3  

Declining trend is found in average number of 
member admission per month, average number 
of new loans per month, average amount of loan 
disbursement and average recovery rate ‘during 
pandemic’ compared to ‘before pandemic’ period 
for almost all MFIs. Average rate of decrease 
in monthly member admission for large MFIs is 
38.5%; for medium and small MFIs which is 37% 
and 31% respectively. Average number of new 
loans distributed per month decreased on average 
by 39%, 36.3% and 25.5% for large, medium and 
small MFIs respectively. Average amount of loan 
disbursement per month declined by 36.6%, 22.5% 
and 39.8% respectively for large, medium and small 

MFIs. For large, medium and small MFIs, average 
recovery rate declined by 14.4%, 6.7% and 12.3% 
respectively. 

Due to borrowers’ income loss and businesses 
being negatively impacted by the pandemic, many 
borrowers were unable to pay their instalments on 
time. In order to ease the pressure on the borrowers, 
MRA gave the directives to the MFIs not to adversely 
classify loans initially for the period of January 2020 
to June 2020 which was later extended to December 
2021.4  For majority of the reporting MFIs, average 
overdue balance show a positive growth in both 
periods. Year-on-year comparison of the surplus of 
the organization shows a decline trend during FY 20-
21 for most MFIs.

Average of total savings collection by the 
participating MFIs (18 MFIs) fell by 17.5% during 
the pandemic. Average of total savings withdrawal 
per month among the participating MFIs (18 MFIs) 
declined by 12.1% from ‘pre-pandemic’ to ‘during 
pandemic’ period. 

Operational Performance of MFIs during Post-
pandemic Recovery Period: All except 1 MFI have 
reported higher number of member admission 
per month between July 2021 and January 2022 
than during the pandemic period. There has been 
a 67.2% increase in number of new loans for large, 
42.9% for medium and 39.3% for small MFIs. All 
MFIs show increase in loan disbursement in post-
pandemic period.  In case of MF loan disbursement, 
the increase was 76.7% for large, 37.1% for medium 
and 56.6% for small MFIs. For ME loan disbursement, 
there was an increase of 85% for large, 50.9% for 
medium and 36.3% for small MFIs.

Average of total savings collection by the 
participating MFIs increased by 52.2% during the 
recovery period. Average monthly collection for 
all savings type and all MFI size increased except 
voluntary savings collection for medium and small 
MFIs. The withdrawal of total savings is seen to 
increase by 35% on average. The average increase 
in withdrawal of total savings for the large MFIs is 
43.6%, which is 8.5% and 92.3% for medium and 
small MFIs respectively. Growth rate of net savings 
after pandemic increased for all types of MFIs. It 

2  Out of 22, 18 MFIs provided numerical data
3 For ‘before pandemic’ period data was collected for July 2019 to Feb 2020; March 2020 to June 2021 was considered as 

‘during pandemic’ period and July 2021 to January 2022 was considered as ‘after pandemic’
4 MRA/ Circular Letter no-53, 54, 58, 59, 62, 69 
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increased by 14% for large MFIs, 220% for medium 
MFIs and much higher, 497% for the small MFIs. 

Proportion of average amount of savings withdrawal 
to average amount of savings collection per month 
shows that, all MFIs returned savings at a higher rate 
during the pandemic and even during the recovery 
period than they returned savings before the 
pandemic.

Challenges Faced by MFIs during the Pandemic: 
71% of the participating MFIs mentioned on-time 
loan realization as the biggest challenge for MFIs as 
clients faced loss of income due to their business and 
IGAs being hampered. 

Moreover, 71% MFIs said frontline staffs faced 
obstacles in the field and during branch 
visit (especially in rural areas), from the local 
administration (UNO/TNO/DC) and social 
community including political leaders even when 
MFIs were allowed to operate on limited capacity. 

15 out of 21 MFIs mentioned facing difficulty in 
institutional fund management as income decreased 
while expenses increased. 

Same number of MFIs also mentioned staff 
management during the pandemic as one of the 
major challenges. Some MFIs struggled to pay salary 
and bonuses in full on time and some experienced 
unusually high staff turnover. Some mentioned 
vulnerable state of staffs’ mental health due to the 
pandemic.

Many employees and members of the MFIs were 
infected with COVID-19 and some among them lost 
their lives. 

38% MFIs mentioned disintegration of regular group 
meetings due to social distancing as one of the 
major challenges due to the pandemic. It became 
more difficult to reengage clients in groups after 
resumption of regular field activities. 

Migration of borrowers especially from urban to rural 
areas made loan realization difficult for MFIs. 

MFIs faced challenges in refunding savings due to 
cash shortage as well as restricted field movement as 
demand for savings withdrawal was high. 

MFIs’ Response to the Challenges: Most of the MFIs 
are offering refinancing loans for their borrowers 
who have been financially affected by the pandemic 
either under the Government’s stimulus package, 
PKSF’s LRL or with their own fund. 

A number of MFIs rescheduled loans for borrowers 
who could not pay instalments on time; some only 
increased the tenure while some MFIs reduced 
the amount of payment and adjusted the tenure 
accordingly without charging any extra service 
charge. Some MFIs, even though did not reschedule 
loans formally, offered easy repayment facilities.

Among additional mechanisms for overdue 
management, MFIs mentioned offering door-to-
door instalment and savings collection, exploring 
and ensuring alternative payment methods such as 
through bank or DFS, and tracking down the new 
location of the migrated borrowers among others. 

Provisions regarding loan disbursement and 
repayment include strengthening financial ratio 
analysis of the clients before loan disbursement; 
emphasizing on client verification process before 
providing loans; allowing payment of higher number 
of advance installments; increasing the ceiling for 
consecutive loans; and disbursement of the loan 
in cash instead of by bank cheque among others. 
Few MFIs mentioned promoting loan products with 
flexible features and termed those as “easy loan”/ 
“substitute loan”/ “support loan”; offering rebate 
on service charge who repay multiple instalments 
together in advance, etc.

Some MFIs made changes in savings collection 
policy making it more flexible such as savings 
requirement for taking loan was reduced to 2%-5% 
instead of pre- pandemic 5%-10%. On contrary, 
one large MFI mentioned emphasizing on savings 
mobilization for meeting up the fund crisis.

MFIs also made changes in savings withdrawal 
policy; one large MFI transferred a fixed amount 
of savings through mobile wallet to clients in need; 
Another large MFI encouraged savings withdrawal 
by making savings requirement more flexible for 
ongoing loans. A few medium and small MFIs 
refunded savings prioritizing the clients with need 
as it was difficult for the organization due to financial 
crisis.

Some MFIs utilised DFS to refund savings while some 
used to provide cash assistance to their borrowers. 
Some MFIs used DFS to collect loan instalments and 
savings. 

Advocacy with local administration, community 
leader and local elites were an important measure 
taken by most MFIs for mitigating the challenges in 
field operation. 
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In order to ensure staff benefit during pandemic, 
the measures MFIs took included giving only basic 
salary to the higher-level staff during the financial 
crisis period to cope with the fund crisis; and rewiring 
the remuneration and staff benefits to ensure staff 
retention among others.

Additionally, some MFIs also took policies and 
measures to reduce staff turnover and improve staff 
motivation which included providing informative 
trainings, awareness building activities and 
counselling programs. One MFI revealed adopting 
specialized programme in agreement with a 
psychological wellness centre to ensure the mental 
well-being of all the employees. 

Few MFIs mentioned ensuring fund flow by taking 
loans from banks and other financial institutions, 
while few used organization’s emergency funds or 
borrowed from EC members. Funding received 
under Stimulus Package and LRL also helped some 
MFIs especially the smaller ones to mitigate their 
fund crisis. 
 
A few MFIs mentioned taking market linkage 
initiatives to boost the business of their clients such 
as expanding business support and development 
services for borrowers; focusing on market linkage 
efforts to assist farmers by arranging marketing of 
their products at different places; initiating tripartite 
loan agreement among MFI, client and input sellers. 

To reestablish the culture of group meetings and 
bring back the discipline in the field MFIs are 
prioritizing regular interaction and awareness by the 
field officers (FO). 
  
Use of Digital Financial Services: Before 2020, only 
2.5% of all respondents used digital wallet to pay at 
least one instalment while after 2020, it increased 
by fivefold to 13.3%. 8.5% female and 36% male 
respondents reported to have used digital payment 
method for instalment payment. Only 28.8% of the 
female respondents have digital wallet registered in 
their own name whereas for male respondents the 
figure is 74%. 

For instalment payment, the borrower has to bear the 
cash-out charge which ranges from BDT 9 to BDT 18 
per BDT 1000 transaction. 10 out of 22 participating 
MFIs (45.5%) have digital payment option. For only 1 
MFI, the borrowers do not have to bear the cash-out 
charge of the digital wallet. 

When asked, if they would be interested in receiving 
loans and paying instalments using digital platform, 
almost 60% responded ‘no’. When asked about 
the reason behind this, 38.5% said they do not 
know enough about digital transaction while 31.4% 
said that it is due to additional charge of digital 
transaction. 

Role of MRA: During the nationwide lockdown, 
MRA organized several online discussion meetings 
with the MFIs to know the situation in the field. 
MRA, along with the MFIs, took initiatives to resume 
MFIs’ field operation in limited capacity which was 
halted due to ‘general holiday’. MRA issues multiple 
circulars regarding postponing loan classification for 
a specified period of time; requesting MFIs to invest 
on COVID-19 awareness campaign, distribution 
of food and other relief items, hand-wash and 
hygiene products etc.; paying regular salaries of 
MFI employees; revision of LLP; collection of MFIs’ 
funds from the Stock Market. MRA lobbied with the 
Financial Inclusion Department (FID) of Bangladesh 
Bank for the Stimulus Package and the loans to be 
distributed to the micro and small entrepreneurs 
through MFIs. MRA also lobbied with the Ministry 
of Finance for the recognition of MFIs as financial 
institutions (FIs) and to be allowed to operate 
during lockdown periods as other FIs such as banks 
and insurance companies. In order to mitigate the 
crisis during pandemic, MRA formed a 9-member 
Monitoring Cell for dealing with complaints and 
queries from MFI clients and MFIs and for monitoring 
the overall situation related to microfinance.

Role of PKSF: During this crisis period, PKSF 
continued to finance its POs and maintained regular 
contact with them during lockdown. PKSF donated 
BDT 40 million to Prime Minister’s Relief Fund where 
along with PKSF’s own fund, the POs contributed 
an amount equivalent to one day’s basic salary of 
their staffs and employees and lobbied with the 
Prime Minister’s Office so that MFIs can resume their 
activities in earliest possible time after the general 
holiday. PKSF encouraged its POs to ensure flexible 
terms for savings withdrawal for the members and 
not to restrict their borrowers from getting loan. 
Under two of its projects, PKSF reduced the service 
charge against loan amount for very small micro 
enterprise borrowers from 24% to 18%. PKSF has 
been implementing LRL program using the fund from 
the government’s stimulus package. 
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Recommendations: 

Encouraging MFI clients to invest in savings at MFIs: 
From the study, it was found that savings played an 
important role during COVID crisis as a significant 
number of borrowers relied on their savings at MFIs 
for meeting up their financial needs. On the other 
hand, members’ net savings are being used as one of 
the sources of loan fund for MFIs. However, the MRA’s 
policy on savings mobilization allows MFIs to accept 
deposits up to 80% of loan outstanding (principal) 
(Sub-clause 27(2)) and 85% of total savings deposits 
can be utilized for microcredit portfolio investment 
(Sub-clause 34(6)). However, the Rules also state 
that total amount of voluntary savings deposited 
cannot be more than 25% of the MFI’s total capital 
(Sub-clause 28(e)) and total term deposits cannot be 
more than 25% of the organization’s capital (Sub-
clause 29(e)). Relaxing the bar on these savings may 
motivate the MFIs to encourage the borrowers to 
deposit more savings at MFIs. MFIs may consider 
increasing the rate of return on various savings 
instruments which is also a preference in terms of 
savings mentioned by the clients under this study. 
This, however, will have a significant impact on MFIs’ 
cost.

Exploring possible cost-sharing mechanisms for 
offering DFS to MFI clients: From the study it has 
been found that more borrowers would be willing 
to pay digitally only if they are more familiar with the 
system as well as do not have to bear any additional 
cost of using digital platforms. The corresponding 
regulators such as MRA and Bangladesh Bank may 
come together to form a unique policy which could 
bring about 30 million clients under the coverage of 
DFS. At the same time, MFIs may do advocacy with 
MRA and chalk out best possible way to utilize the 
DFS platform. Moreover, they can negotiate with 
the DFS providers- to form a special product for MFI 
clients with customized features and discounted 
charge and jointly organize trainings to educate and 
aware the staffs and clients. Furthermore, a study 
specifically focused on the use of DFS by the MFIs’ 
clients can be undertaken which would help various 
stakeholders to systematically plan building an 
effective partnership.   

Outlining guideline for financial management 
during crisis periods: For future crisis periods, a clear 
and comprehensive guideline from MRA specifying 
the duration of special provisions such as managing 
loan loss provision and loan classification would be 
more beneficial for the MFIs to operate in a uniform 
manner which will help maintain discipline within 
the sector. MRA may also strengthen its monitoring 
to ensure proper implementation of its various 
directives by all MFIs in times of crisis.

Using a portion of the surplus fund of the MFIs 
for emergency response without pre-approval: At 
present, MFIs require pre-approval for spending 
their surplus fund for CSR activities. As prior approval 
from MRA takes time, MRA may consider making 
an additional provision by indicating a specific 
percentage of this surplus fund which the MFIs would 
be able to use for CSR activities during crisis and 
emergencies without prior approval and will require 
a post approval with proper financial accounting.

Preventing local administration’s intervention 
against MFIs’ operation during crisis situation: Even 
though MRA provided clear guidelines for the MFIs 
on field operation during the pandemic, during field 
visits MFI branch staff experienced interference from 
local administration in a couple of cases. To dispel 
this type of misunderstanding during any further 
crisis, MRA can take initiatives to make both MFIs and 
concerned local administration aware of its stance 
and ensure that MFIs operate under MRA’s sole 
authority. 

Providing mental health support for MFIs’ 
staff members: In order to have a stable work 
environment it is important to ensure sound mental 
health of the staff. MFIs may consider providing 
mental health support for their staff in terms for 
counseling. A hotline can be established where a 
staff can, call in case, he or she needs support or to 
lodge a complaint. Furthermore, MFIs can organize 
regular refresher workshops or exposure visits to 
reduce the monotony of work of staff.   
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The first interest and collateral free formal 
microfinance was introduced in 1974 under Rural 
Social Services (RSS) Project, under the direction 
of Bangabandhu, Father of the Nation (MRA, 2021). 
In the 1970s the journey of microfinance began 
with only a few organizations and gradually the 
sector developed. In 2006, almost three decades 
after the initiation of microfinance in Bangladesh 
the Microcredit Regulatory Authority (MRA) was 
established (Mia, M. A., 2017) under the Microcredit 
Regulatory Authority Act, 2006 with the view to 
ensuring an efficient and sustainable microfinance 
sector to alleviate poverty under transparent and 
accountable environment. However, the effective 
operation of MRA started from 2011, just after 
passing the Microcredit Regulatory Authority Rules, 
2010 (MRA, 2021).  

As of June 30, 2021, only the MRA’s licensed 746 
MFIs provided microfinance related services to about 
35.20 million marginalized people where about 91% 
are women. However, the top 5 MFIs cover around 
55% of these clients. In the current FY 2020-21, MFIs 
disbursed BDT 1512.09 billion (66% of which is MF 
loan and 34% is ME loan) to the clients, which made a 
significant contribution to the country’s GDP as well 
as economic development (MRA, 2021). 

MFIs are socially oriented organizations that provide 
non-collateralized microcredit to low-income 
families and micro entrepreneurs, who do not have 
access to formal financial services (Zamore et al., 
2019). Financial viability is a major concern for the 
MFIs aside from the social agenda. There are many 
challenges that MFIs face in order to ensure efficient 
functioning of their microfinance programs. The 
onset of COVID-19 pandemic has brought with it a 
whole new set of challenges for the MFIs and their 
clients to overcome. These also have profound 
negative impact on the clients.

Multiple countrywide lockdowns enforced by the 
government in several phases in 2020 and 2021 
have had a negative impact on the overall economy 
as well as on the microfinance sector. During the 
first lockdown (26 March to 30 May, 2020), MFIs’ 
field operation was largely put on hold. During the 
second (14 April to 28 April, 2021) and third (1 July to 

10 August, 2021) lockdown, MFIs were only allowed 
to operate on a limited capacity. This has prompted 
MFIs to take various measures in order to ensure their 
sustainability. 

The impacts of COVID-19 Pandemic on the MFIs 
have been twofold: (i) the adverse impact on small 
and medium enterprises (SMEs) and vulnerable 
low-income households who are the primary 
beneficiaries of the MFIs. This in turn affected the 
financial viability of the organisations as many 
borrowers struggled to meet their debt obligations 
(Zheung and Zhang; 2021); and (ii) the pandemic and 
various lockdown measures created difficulties for 
the MFIs in terms of field operations, and staff and 
overall institutional management.

The extent of impact caused due to an unwarranted 
crisis on an institution depends on several factors 
such as structure of liabilities, state of condition and 
financial health of its clients (Dokulilova et al., 2009). 
Scholars argue that designing suitable loan product/
type in terms of repayment frequency, interest 
rate loan sizes, lending methodology applied, loan 
security, and repayment period could help MFIs to 
attract, retain, reduce client’s dropout rate and loan 
default, thus increases loan repayment performance 
and financial sustainability (Kayembe et al., 2021). 

With the aim to observe and understand the effect 
and impact of COVID-19 on MFIs and on the financial 
health of its clients, INAFI (International Network 
of Alternative Financial Institutions) Bangladesh 
has undertaken this study. The study includes the 
financial impact of COVID-19 on borrowers’ lives 
and livelihoods, their economic state, and loan 
repayment behaviour before and after the pandemic. 
The study also documents different challenges faced 
by the MFIs in terms of field operation, and staff and 
institutional management and different measures 
taken by the large, medium and small MFIs. 

The report includes objectives and methodologies of 
the study in chapter 2. Chapter 3 outlines the major 
findings of the study including the perspectives of 
both MFIs and their borrowers.  Chapter 4 presents 
the discussion and recommendations of the study. 

INTRODUCTION
1
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2.1 Objective of the Study
The overarching objective of the study is to assess 
the economic impact of COVID-19 during the years 
of 2020 and 2021 on the MFIs and their clients. 

In order to attain this primary objective, some sub-
objectives are: 
• To understand the economic changes in 

microfinance and microenterprise clients due to 
COVID-19 pandemic in terms of their income and 
savings.

 • To understand the changes in client behavior and 
their expectation towards products and services 
such as: delivery mechanism and overall process 
of transaction by respective MFIs due to the 
pandemic.

 • To understand the perspective of the MFIs (Large, 
Medium and Small) in dealing with this pandemic 
situation and their lessons learnt through this 
process.  

2.2 Key Research Questions
In order to achieve the research objectives, the study 
seeks to answer the following questions:
• What have been the impacts of COVID-19 

pandemic on MFI clients in terms of their 
financial status and what have been their coping 
mechanisms?

• What is their experience and learning about MFI’s 
existing products and services?

• Is there any significant difference between the 
microfinance lending groups and microenterprise 
clients in terms of COVID-19 impact, and pattern 
of need/demand for products among others?

• What major challenges did the MFIs face due to 
the pandemic in terms of loan disbursement, on-
time instalment collection, overdue management, 
overall field operation, institutional management 
and staff management among others and how 
did the MFIs address those challenges?

OBJECTIVE AND METHODOLOGY

• Is there any significant difference among the 
large, medium and small MFIs regarding how 
they managed to address the situation?

• What have been the experiences of MFIs 
regarding Digital Financial Service (DFS)/ Mobile 
Financial Services (MFS) and what have been the 
responses of MFIs’ clients?

• What steps by the MFIs may be effective in 
retaining skilled workers, from the perspective of 
the branch staff?

2.3 Methodology
Both qualitative and quantitative data from primary 
and secondary sources have been collected for the 
purpose of this study.

2.3.1 Design of the Study
Study Area: The study areas have been selected 
from the working areas of large, medium and small 
MFIs. 9 districts were selected based on varying 
geographical locations. The districts include 
Rangpur and Rajshahi from the Northern part, Sylhet, 
Cumilla and Chattogram from the Eastern part, 
Barishal, Bhola from the Southern part, Jashore from 
the Western part and Dhaka from the Central part of 
the country. For the purpose of this study, Dhaka and 
Chattogram have been selected as the urban area 
while the rest of the study areas have been selected 
as rural.  

Source of Information: Qualitative and quantitative 
data have been collected from some selected MFIs’ 
borrowers, branch level staff and management team. 
The MFIs have been categorized in 3 groups based 
on their portfolio size: large, medium and small. 
For the purpose of this study, ‘large MFI’ has been 
defined as MFIs that have outstanding portfolio 

2 
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of BDT 20 billion or more whereas ‘medium MFI’ is 
MFIs that have outstanding portfolio between BDT 
20 billion and BDT 1.5 billion.  ‘Small MFI’ has been 
defined as MFIs with outstanding portfolio of BDT 
1.5 billion or less.

Interviews and discussion sessions have been carried 
out with PKSF and MRA in order to further evaluate 
the impact of the pandemic on overall microfinance 
sector. 

Respondent Selection and Sample Size: In order to 
answer the key research questions outlined under 
section 2.2, purposive sampling has been used to 
select the target respondents. As the study aimed 
to compare the findings across 2 categories of 
borrowers’ groups (MF and ME), respondents were 
selected from both categories from each district. The 
following criteria were set for selecting the target 
respondents: 

•  For MF target group: the respondent has to have 
a current or previous loan (at least within the past 
2 years) up to BDT 100,000

•  For ME target group: the respondent has to have 
a current or previous loan (at least within the past 
2 years) more than BDT 100,000

As there is no fixed definition for ME loans in terms of 
its size, different MFIs have different loan size for ME 
borrowers. Whereas for some MFIs (mostly small), ME 
loans start from BDT 50,000, for most MFIs, minimum 
loan size for ME loans is BDT 100,000. For some large 
MFIs, however, ME loans start from BDT 200,000. 

MF loan size, on the other hand, varies depending on 
the MFI as well. Some large MFIs have MF loans as 
big as up to BDT 500,000. 

Barisal

Bhola

Jessore

Chattogram

Rajshahi

Rangpur

Comilla

Sylhet

Dhaka
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For the purpose of this study the abovementioned 
criteria have been set for the 2 groups in order to 
observe any significant difference among the 2 
groups.

The survey covered 286 borrowers (140 MF 
borrowers and 146 ME borrowers) through individual 
interview and another 156 borrowers were covered 
through FGDs from 13 MFIs of which 5 were 
large, 5 were medium and 3 were small MFIs. The 
respondents were distributed in same proportion 
from both groups across 9 districts. 

In addition to this, information was collected from 
22 MFIs on challenges and policy changes among 
others using prescribed format. Additionally, 
feedback was collected from 107 branch staff using 
structured format.

Time Segregation for the Purpose of the Study: To 
understand the effect of COVID-19 pandemic on the 
MFIs and their clients the time between pre-2020 till 
January 2022 has been divided into multiple periods. 

Time segregation of data collection at MFI level:  
Before pandemic- Before March 2020
During pandemic- March 2020 to June 2021
Recovery Period-July 2021 to January 2022 

Time segregation of data collection at client level:  
Before March 2020 
Since March 2020 (March 2020 to December 2021) 

2.3.2 Collection of Primary and Secondary 
Information and Analysis
Literature Review: Various literatures such as 
research reports, articles related to microfinance 
and impact of COVID-19, and relevant government 
circulars were collected and thoroughly reviewed. 
To understand the overall sub-sector, necessary 
secondary information from different sources has 
also been studied.

Development of Data Collection Tools: For primary 
data collection the following tools were developed, 
pre-tested and finalized:
•  Semi-structured questionnaire with pre-coded 

and open-ended questions for target MFI clients 
(MF and ME) 

•  Guiding questions for KIIs with branch staff 

•  Guiding questions for FGDs with MFIs clients 
•  Semi-structured questionnaire for the MFIs 

Management Team 
• A format to collect some selected primary data 

from the MFIs
Orientation of Enumerators on Data Collection 
Method and Tools: The enumerators were provided 
2-days training by INAFI research team on the 
questionnaire and field data collection process. 

Primary Data Collection: INAFI research team and 
the enumerators collected primary data from the 
field. In Dhaka, Cumilla and Barishal, INAFI research 
team conducted the FGDs with MFIs’ clients and KIIs 
with branch staff. The enumerators conducted the 
IDIs in all districts and the FGDs and KIIs in the rest 
of the districts. Staff feedback was also collected 
from MFIs included in the survey. Primary data 
from borrowers and MFIs were collected between 
December 2021 and February 2022. Discussion with 
MRA and PKSF were conducted in April 2022. 

Data Processing and Analysis: Data analysis was 
carried out by experienced Data Analyst using Stata 
software under the overall guidance of and taking 
necessary assistance from INAFI research team. 

2.3.3 Limitations
There are more than 700 licensed MFIs currently 
operating in Bangladesh covering over 30 million 
people. Although the 22 MFIs included in this survey 
account for 51.6% of the total borrowers5, the sample 
size (286 borrowers) is too small and may not reflect 
the perspectives of all MFI borrowers. 

Due to budget constraint, larger area could not be 
covered under the study. As a result, all the study 
findings may not be representative of the whole 
country. 

However, the findings include primary data from the 
field as well as organizations that can be used as a 
basis for larger studies in the future.

5    Source: Bangladesh Microfinance Statistics 2019-20; CDF
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MAJOR FINDINGS
3

3.1 Profiles of the Respondents

3.1.1 Characteristics of the Respondents

Out of 286 respondents, 140 are microfinance 
borrowers and 146 are microenterprise borrowers 
whose category is explained in 2.3.1. Among the 
respondents only 50 (17.5%) are male and 236 
(82.5%) are female where majority (65.4%) are 
between the age of 30 and 50. 

Less than half (46.5%) of the total respondents are 
directly involved in some type of income generating 
activities.  Even though all male respondents are 
involved in IGA, among the female respondents 
only 35.2% are engaged in IGA. Considering the 
two types of respondents, 32.8% (46) among the MF 
and 60% (87) among the ME are found to be directly 
involved in IGA.

Average monthly income of MF respondents 
(directly involved in IGA) is BDT 4,680, which is BDT 
65,202 for the ME respondents (directly involved in 

IGA). Minimum income for both groups is BDT 500 
while maximum being BDT 15,000 for MF and BDT 
500,000 for ME. The reason for low average personal 
income of MF respondents may be because all MF 
respondents are women who are mainly housewives 
but also earn a small income by raising poultry or 
livestock around the household, or making clothes 
for neighbours among others.  

Among the MF respondents, main occupations are 
tailor (21.7%), very small initiative/business (19.57%) 
and livestock rearing/fattening (19.57%) whereas for 
ME main occupation were own business (44.8%). 

3.1.2 Characteristics of Respondents’ 
Household 

Average respondent household size is 5.1 which is 
higher than the national average of 4.06 (HIES, 2016). 

MFIs usually assess the ability to repay the loan 
based on household income rather than the income 

Table 1: Average Household Monthly Income of Respondents

MF
(n=140)

Urban
(n=63)

ME
(n=146)

Rural
(n=223)

21,789

63,468

81,544

50,307

Categories of 
Respondents

Average Household 
Monthly Income (BDT)
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of the borrower alone. 61.5% of all respondents have 
2 or more earning members in their household. 
Average monthly HH income of MF respondents 
stood at BDT 21,789 while the figure for ME 
respondents was calculated at BDT 81,544 (Table 
1). The significant difference in the average income 
is expected as households with lower income 
have demand for smaller loans compared to ME 
households based on their ability to repay. 

Average monthly household income of the urban 
respondents was calculated at BDT 63,468 while that 
of the rural respondents stood at BDT 50,307. 

Majority (85%) of the MF respondents have monthly 
HH income between BDT 5,000 and BDT 30,000 

whereas 63.6% of ME respondents have monthly HH 
income between BDT 15,000 and BDT 80,000. Nearly 
one-fifth of the ME respondent HH has monthly 
income more than BDT BDT 100,000 (Chart 1). 

Almost 80% MF respondent households have 
monthly expenditure between BDT 10,000 and BDT 
30,000. Close to three-fourths of the ME respondent 
households have monthly expenditure between BDT 
15,000 and BDT 80,000 6. 

More than 75% of the respondent households have 
more than one source of income. Table III7 lists the 
sources of household income for both groups. Some 
of the main sources of income for MF respondent 

5001- 
10,000

50,001-
80,000

15,001-
30,000

More than
100,000

Up to
5000

0.0%

0.
7 

%

25
.7

 %

0.
0 

%

3.
4 

%

5.
5 

%

20
.5

 %

10
.7

 %

26
.0

 %

17
.1

 %

2.
1 

%

8.
2 

%

19
.2

 %

0.
0 

%

1.
4 

%

20
.0

 %

39
.3

 %

10.0%

20.0%

30.0%

40.0%

5.0%

15.0%

25.0%

35.0%

45.0%

30,001- 
50,000

10,001- 
15,000

80,001-
100,000

MF ME

Chart 1: Distribution of MF and ME Respondents across Monthly HH Income

households are agriculture (22.9%), temporary or 
contract-based wage employment (20%), driving 
auto rickshaw/jeep/taxi/CNG/bus/truck (18.57%), 
mason/carpenter/varnish painter (15.71%), own 
business (13.6%), own small enterprise (12.1), and 
driving rickshaw/van/boat/paddy processing 
machine (12.14%) among others. On the other hand, 
almost 72% of the ME respondents mentioned 
that their household income come from their own 
business (48.6%) or small enterprise (16.4%) or very 
small initiative/business (6.9%). Some of the other 
main sources of income of ME households include 
agriculture (46.6%), remittance from abroad (27.4%), 
livestock rearing/fattening (17.81%), and income from 
rent (11.64%) among others. 

3.1.3 Involvement with MFI

More than 40% of all respondents (MF: 44.29%; 
ME: 38.36%) have mentioned that they have been 
a member of the MFI for 3 to 5 years. A positive 
correlation can be seen among average loan size, 
average savings and years of involvement with the 
MFI (Table 2).

6  Table is given in the annexure
7 Table is given in the annexure
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Table 2: Distribution of MF and ME Respondents, Average Loan Size and Average 
Savings by Years of Involvement

Table 3: Effecrt of COVID-19 on Respondents

Years of Involvement
MF Respondents ME Respondents

Percentage 
(%)

Average Loan 
Size (BDT)

Average Total 
Savings (BDT)

Percentage 
(%)

Average Loan Size 
(BDT)

Average Total 
Savings (BDT)

Up to 1 year 3.57 34,000 4,819.6 10.96 226,250 24,106.25

1 to 2 years 6.43 47,777 11,287.8 12.33 234,210.53 41,664.33

3 to 5 Years 44.29 48,409 12,226.97 38.36 254,163.63 35,862.18

6 to 10 Years 28.57 52,461 15,334.85 22.60 285,454.54 51,625.30

11 to 20 Years 14.3 58,550 39,464.6 15.07 394,545.45 49,837.18

More than 20 years 2.85 66,667 14,406.25 0.06 250,000 10,000

6.3% of all respondents are new members. 83.2% 
responded that they have been members of the 
same MFI without any interval. Those who have not 
been continuous member of an MFI mentioned that 
they did not require any loan in the interim period. 

3.2 Effect of COVID-19 Pandemic on 
Borrowers and their Coping Mechanisms

3.2.1 Effect of COVID-19 Pandemic on 
Borrowers

When asked how the respondent or any of the 
household members were affected by COVID-19 

Pandemic, 83.6% of the MF respondents and 84.2% 
of the ME respondents mentioned reduced income 
or incurred loss in business. 40% MF respondents 
mentioned there was no work/loss of job while 17.8% 
ME respondents mentioned the same. 25% MF 
respondents and 18.5% ME respondents said that 
they were unable to pay loan instalment on time. The 
figures for ‘not being able to pay loan instalment’ 
may seem lower. This could be because at the time of 
data collection, most borrowers were paying regular 
instalments. 21.3% of all respondents mentioned 
that they were adversely affected as prices of daily 
essentials increased. All responses are listed in 
Table 3.  

Impact MF (%) ME (%) All Respondents (%)

Reduced income/ Incur loss in business 83.6 84.2 83.9

No work/loss of job 40 17.8 28.7

Price of daily essentials increased 22.9 19.9 21.3

Could not pay loan instalments 25 18.5 21.7

Did not get loan as per need 2.9 8.2 5.6

Could not withdraw savings as needed 6.4 2.7 4.5

Sick from COVID/high medical expenditure 6.4 5.5 5.9

Others 4.3 5.5 4.9

Was not affected that much 10.7 9.6 10.1
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Financial Loss: Average financial loss incurred 
during pandemic by MF respondent households 
was BDT 105,724 and the same for ME respondent 
households was BDT 388,624. Majority (67.2%) of the 
MF respondents mentioned that their financial loss 
was between BDT 25,000 and BDT 100,000 whereas 
more than half of the ME respondents incurred 
financial loss that was between BDT 100,000 and 
BDT 500,000. Table 4a & 4b reflect the distribution of 
MF and ME respondents across financial loss due to 
the pandemic.

Out of 63 urban respondents, 48 (76.2%) reported 
to have incurred financial loss. Out of 223 rural 
respondents, 200 (89.7%) incurred financial loss. 
Average financial losses for urban and rural 
respondent households were BDT 373,833 and BDT 
218,190 respectively.

Financial Loss (BDT) MF (%)

Up to 25,000 2.1

25,001-50,000 34.3

50,001-75,000 10

75,001-100,000 22.9

100,001-150,000 8.6

150,001-200,000 3.6

200,001-500,000 4.3

More than 500,000 2.1

Did	not	incur	any	financial	loss 12.1

Financial Loss (BDT) ME (%)

Up to 100,000 15.8

100,001-150,000 7.5

150,001-200,000 15.8

200,001-300,000 15.1

300,001-500,000 16.4

500,001-1,000,000 8.2

1,000,001-1,500,000 5.5

More than 1,500,000 1.4

Did	not	incur	any	financial	loss 14.4

Table 4a & 4b: Distribution of MF and ME Respondents across Financial Loss Incurred due 
to COVID-19 Pandemic

Table 5: Average Monthly Household Income and Expenditure of Respondents before and 
since March 2020

Household Income and Expenditure: The study 
found that onset of COVID-19 pandemic and 
subsequent lockdowns had significant adverse 
impact on the income of the respondents. Table 
5 shows that current average monthly household 
income of MF and ME respondents is respectively 
17.4% and 21.2% lower than it was before the 
pandemic (before March 2020). Overall, average 
monthly income of all respondents decreased 
by 20.4%. They had to cut down the monthly 
expenditure as well; however, the drop in the 
expenditure was not proportional to the fall in 
income. 

Average Monthly Income (BDT)

Before March 2020

28,650

103,500

66,860

MF

ME

All Respondents

Before March 2020

25,659

71,466 69,116
(3.3% ↓)

49,043 46,528
(5.1% ↓)

Since March 2020

23,653
(17.4% ↓)

22,971
(10.5% ↓)

81,544
(21.2% ↓)

53,206
(20.4% ↓)

Since March 2020

Average Monthly Expenditure (BDT)
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Table 6: Distribution of MF and ME Respondents across Monthly Household Income before 
and since March 2020  

Chart 2: Financial State of the Respondents’ Households

Table 6 shows that before March 2020, 78.5% of MF 
respondents were within the monthly income level 
of BDT 15,000 to BDT 50,000. The figure dropped to 
50% for the same income level since March 2020. On 
the other hand, 15.8% of MF respondents were in the 
monthly income range of BDT 5,000 to BDT 15,000. 
Since March 2020, it increased to 45.7% indicating 
that a significant portion of the MF respondent 
households moved to lower income level. 

Similar outcome is seen for the ME respondents. 
Before March 2020, majority (58.2%) of ME 
respondents were in the monthly income range of 
BDT 50,000 and above whereas since March 2020, 
44.5% are in the same income range. 

Monthly Income 
(BDT)

Distribution of MF Respondents (%) Distribution of ME Respondents (%)

Before March 2020 Since March 2020 Before March 2020 Since March 2020

Up to 5,000 0 0.7 0 0

5,001-10,000 2.9 25.7 1.4 3.4

10,001-15,000 12.9 20 0.7 5.5

15,001-30,000 57.1 39.3 13.7 20.5

30,001-50,000 21.4 10.7 26 26

50,001-80,000 3.6 2.1 27.4 17.1

80,001-100,000 0 0 5.5 8.2

More than 100,000 2.1 1.4 25.3 19.2
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Financial State: When asked about their financial 
state considering their household income and 
expenditure before 2020, 79.3% MF respondents 
and 93.2% ME respondents said they had ‘surplus’ 
as reflected in Chart 2.  whereas after 2020, only 
23.6% MF respondents and 45.2% ME respondents 
said having ‘surplus’. Number of households whose 
financial state is ‘always deficit’ increased from 
0.7% to 20.7% for MF households and from 0% to 
18.5% for ME households. It is consistent with the 
abovementioned findings that a large number of 
respondent households moved to lower income 
range.

3.2.2 Coping with the Pandemic by the 
Borrowers 

Multiple responses were listed from respondents 
who experienced financial loss due to the pandemic 

Table 7: Taking loan as coping mechanism by the respondents to manage 
financial crisis during pandemic

Table 8: Savings as coping mechanism by the respondents to manage financial 
crisis during pandemic

Table 9: Reducing expenditure as coping mechanism by the respondents to 
manage financial crisis during pandemic

8 Table V is given in the annexure

Coping Mechanism MF (%)
(n=123)

ME (%)
(n=125)

All Respondents (%)
(n=248)

Took Loan 58.54 48 53.23
- From MFI 13.82 13.6 13.71
- From relative/neighbour 51.22 35.2 43.15
- From moneylenders 1.63 4.8 3.23
- From bank 0.81 0.8 0.81

Coping Mechanism MF (%)
(n=123)

ME (%)
(n=125)

All Respondents (%)
(n=248)

Withdrew/Used Savings 47.97 52 50
- Withdrew savings 42.28 43.2 42.74
- Used saved money 10.57 10.4 10.48

Coping Mechanism MF (%)
(n=123)

ME (%)
(n=125)

All Respondents (%)
(n=248)

Reducing Expenditure 49.59 45.6 47.58
- Reducing HH expenditure 25.2 24 24.6
- Reducing expenditure on food 32.52 27.2 29.84
- No education expenses as schools were closed 0.81 2.4 1.61

when asked about the coping mechanisms they 
used to manage the crisis. Taking loan (53.23%), 
withdrawing/using savings (50%) and reducing 
expenditure (47.58%) came as the most frequent 
responses from the respondents among others.8  
Responses came in favour of taking loan and using 
savings are further segregated as per the source as 
demonstrated in table 7, 8 and 9. 

A correlation was found between respondents’ 
household income and coping mechanisms adopted 
by respondents who have incurred financial loss (MF: 
123; ME:125) due to COVID-19 Pandemic. Among the 

MF respondents, majority in the two lowest income 
groups mentioned ‘taking loan (from any source)’ as 
opposed to other coping mechanisms whereas in 
the two highest income groups, ‘withdrawal/use of 
savings’ was mentioned by the most respondents 
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Chart 3: Coping Mechanism as per Income Group (MF)    (in percentage) 

Chart 4: Coping Mechanism as per Income Group (ME)    (in percentage) 

among all the coping mechanisms. Percentage of 
MF respondents who mentioned ‘withdrawal/use of 
savings’ increased with increase in income whereas 
percentage of MF respondents ‘taking loan’ dropped 
(except for the highest income group). Respondents 
in the three of the lower income groups mentioned 
‘selling/mortgaging asset’ as coping mechanism, 
percentage of which also decreased with increase 
in income. Another significant coping mechanism 
mentioned by all groups was ‘reducing expenditure’ 
including expenditure in food.  The relation is 
depicted in chart 3. 

Chart 4 shows the relationship in case of ME 
respondents. In three of the lower income groups 

‘taking loan’ was mentioned by most as coping 
mechanism. However, in two higher income groups 
‘withdrawal/use of savings’ dominated alongside 
‘reducing expenditure’. For the ME respondents 
with income between BDT 30,000 and BDT 50,000, 
‘withdrew/used savings’ came as the 2nd measure 
for coping mechanism. Percentage of respondents 
‘selling/mortgaging asset’ as coping mechanism 
shows a negative correlation with household income. 
On the other hand, percentage of ME respondents 
mentioning ‘reducing expenditure’ as a means 
of coping mechanism is seen to have a positive 
relationship with income (except for the lowest 
income group).
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In order to understand the borrowers’ impression 
about MFIs’ various products and services, the target 
borrowers were asked to categorize the products 
and services. For all types of products and services 
including behavior of the MFI staffs, the responses 
were overwhelmingly positive with either “good” or 
“very good” expression. However, when asked about 
their expectation regarding the existing products 
and services a number of feedbacks came.

3.3.1 Respondents’ Views regarding the MFI 

When asked why they became a member of the 
respective MFI while there are many other MFIs 

operating in the same area the following responses 
(multiple responses per respondent) were mentioned 
by most of the respondents (Table 10).

It appears that the potential members and borrowers 
take the abovementioned issues into consideration 
when selecting a particular MFI. For ME borrowers, 
good behavior of MFI staff is the most important 
while for MF borrowers, ability to get the amount 
of loan as per their requirement seems to be one 
of the most important deciding factors in choosing 
the MFI. This is also second important factor for ME 
borrowers. 

Savings as security for borrowers

Saving is a very important financial service, 
which can help people in smoothening their cash 
flows and use money when it is required rather 
than when it is earned. Personal and household 
savings are useful in meeting sudden unexpected 
expenditures such as a health emergency or any 
accident. It helps absorb shocks; thereby reducing 
the vulnerability of the low-income households 
(Singh, 2020).

MFIs offer a range of savings products to their 
members including General Savings, Voluntary 
Savings, and Term Deposits known as LTS/DPS. 
Usually, all MFIs require their borrowers to deposit 
a fixed amount of savings with each instalment of 
loan repayment. Only 1 MFI reported that they do 
not have any savings tagged with loan instalment. 
The amount the borrower saves at MFI works as 
a financial security for the borrower. 98.3% of the 
respondents in the survey have savings either at 
MFI or at the bank. When asked, 18.8% responded 
that other household member(s) also have savings. 

It is seen from the survey that more than 50% 
of the borrowers who were directly affected by 
COVID-19 Pandemic mentioned ‘withdrawal/use 
of savings’ as one of their coping mechanisms. It 
was also found that the higher the income of the 
respondent household, larger is the number of 
respondents who withdrew/used their savings to 
cope with the pandemic. This may be because of 
the fact that borrowers with lower income tend to 
have lower savings on average (as presented in 
table V). As a result, they have to resort to other 
measures to cope with financial crisis. On the other 

hand, borrowers with higher income may have 
significant amount of savings that can be used to 
absorb the economic shocks. 

Data provided by the MFIs on savings withdrawal 
shows that Term savings withdrawal per month 
increased by 175% on average from pre to during 
COVID period and by another 107% on average 
from during pandemic to post COVID period.   

Before the pandemic, most MFIs did not allow 
their borrowers to withdraw General Savings until 
the ongoing loan is repaid. Since the onset of the 
pandemic, recognizing the borrowers’ needs, MFIs 
made the provision for the borrowers to withdraw 
the savings, keeping 5-10% of the savings (varies 
from MFI to MFI) at the MFI. MFIs also offer the 
option of adjusting instalment amount with the 
savings (after a certain number of instalments are 
repaid). However, during FGDs with borrowers of a 
few MFIs, it was found that the borrowers were not 
aware of this change in policy. As a result, they did 
not attempt to withdraw their savings as they were 
still repaying their loans. 

From the survey it was seen that 3.8% respondents 
did not have General Savings even though all 
but one MFI mentioned that this type of savings 
was mandatory. Further queries by the surveyor 
revealed that the savings was used to adjust for 
the overdue instalment amount. Some of the FGD 
participants (borrowers) who were unable to pay 
the instalment on time also mentioned paying the 
amount using their savings.

3.3 Respondent’s Impression about MFI and its Products and Services
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3.3.2 Respondents’ Views on Loan Products  

Information on Respondent’s Loan: Out of 286 
respondents, 283 currently have ongoing loans 
from an MFI. Table 11 and 12 respectively shows 
distribution of MF and ME respondents across 
ongoing loan size. Out of 137 MF respondents who 
have ongoing loans, majority (67.2%) have loans 
between BDT 20,000 and BDT 60,000. Average loan 
size is BDT 57,875 for MF respondents with minimum 
loan size BDT 10,000 and maximum loan size BDT 

Table 11: Distribution of MF Respondents 
across Ongoing Loan Size

Table 12: Distribution of ME Respondents 
across Ongoing Loan Size

Loan Size (BDT) MF Respondents (%) 
(n=137)

Up to 20,000 9.5

20,001 to 40,000 31.4

40,001 to 60,000 35.8

60,001 to 80,000 13.9

80,001 to 100,000 9.5

Loan Size (BDT) ME Respondents (%) 
(n=146)

100,001 to 150,000 22.6

150,001 to 200,000 39.5

200,001 to 300,000 22.0

300,001 to 500,000 7.5

500,001 to 1,000,000 6.8

1,000,001 to 1,500,000 1.4

100,000. As stated earlier, for the purpose of this 
study, the maximum loan amount has been set at 
BDT 100,000 even though many MFIs have larger MF 
loans. 

Out of all 146 ME respondents who have ongoing 
loans, 22.6% have loans more than BDT 100,000 
up to BDT 150,000. 39.5% have loans between BDT 
150,000 up to BDT 200,000. The average loan size of 
ME respondents was calculated at BDT 276,705 with 
minimum BDT 110,000 to BDT 1,500,000.

Multiple Borrowing

32.9% MF respondents and 26.7% ME respondents 
have taken multiple loans from different sources. 
Among the respondents from small MFIs, 60.87% 
have taken loans from other sources whereas the 
figures are 28.44% and 18.3% for medium and 

large MFIs’ borrowers respectively. More than one-
fourth of the borrowers from small MFIs who have 
multiple loans from different sources mentioned 
‘not getting the required amount of loan’ as 
reason for multiple borrowing; 5.3% mentioned 
‘needed money to invest in business while a loan 

Table 10: Respondents’ Preference regarding MFIs

Preference MF (%) ME (%)
Loan amount is available as per the borrower’s demand 53.6 45.9
Good behavior of staff/good relationship with staff 40 54.1
Someone the respondent knew recommended the MFI 45 45.2
Quick loan disbursement after application 37.7 39.7
Easy requirements/conditions for taking loans 37.8 28.8
The MFI has diverse products/loans with different tenure 18.6 24
The MFI’s branch is nearby 17.1 11
Flexible conditions for repayment 12.9 13.7
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was ongoing’ and the rest needed money to meet 
various expenses or emergencies. Among the 
borrowers from medium MFIs who have multiple 
loans, 38.7% mentioned that they did not get 
the required amount of loan from one source; 
the figure is 16.7% for large MFIs’ borrowers. 
25.8% borrowers from medium MFIs and 45.8% 
borrowers from large MFIs who have multiple loans 
said they needed additional money to invest in 
business.  

During FGDs when asked about the reason behind 
taking multiple loans, the participants mentioned 
that MFIs usually do not approve additional loans 
under MF or ME category until the ongoing loan 

Respondents’ Preference regarding Loan Products: 
When asked in case of loan products, what other 
facilities would be more convenient, a significant 
number of the respondents mentioned the 
followings (Table 13) among others.

However, when asked if they got the amount of 
loan they had applied for, majority (MF: 81.4%; MF: 
78.8%) of the respondents replied in the affirmative. 
About 20% of all respondents said that they received 
a lower amount of loan than they had applied for. 
During FGDs, majority said in response to this query 
that usually they first discuss about their desirable 
loan amount with the concern officer of the MFIs 

Table 13: Respondents’ Preference regarding Loan Products

Preference MF (%) ME (%) All (%)

Lower interest rate 70.7 68.5 69.6
Longer tenure 19.3 38.4 29
Larger loan amount/loan amount as per demand 25.7 29.5 27.6
Lower amount of instalment 21.4 21.2 21.3
Easier loan application process 17.9 15.1 16.4
Approval of new loan before existing loan is repaid 15.7 16.4 16.1
Longer grace period for new loans 10.7 17.8 14.3
Monthly instalment instead of weekly 16.4 6.2 11.2
Relaxing the savings requirement for taking loans 9.3 10.3 9.8
Relaxing the condition for deposit cheque/non-relative sponsor 2.9 12.3 7.7
Reducing the rate of amount collected as BWF fee 5.7 2.1 3.8

is repaid with the exception of seasonal loan, 
commodity loan or sanitation loan. MFIs also do 
not have the provision for providing top-up loan. 
Therefore, if a borrower requires additional money 
while a MF/ME loan is ongoing at one MFI, he 
or she has to resort to borrowing from another 
MFI or any other source such as bank, local 
moneylender or relative/neighbor. This shows 
that the loan amount (MF or ME) offered by an 
MFI is not adequate for the borrower which may 
have implication on borrowers’ cash flow, working 
capital and profitability. On a side note, the FGD 
participants who have borrowed from multiple 
sources also mentioned that they usually do not 
face much difficulty in repaying more than one 
loan at the same time.

and they ultimately apply for the loan amount 
that is approvable by the MFI based on mutual 
understanding.  

FGD participants also mentioned some of the 
abovementioned points. In addition to that they also 
mentioned that flexibility in instalment collection 
in terms of allowing time is also desired many 
borrowers. During the survey, when asked if the 
respondents are able to pay the instalments in timely 
manner, majority (80%) replied in the affirmative. 
When asked what challenges they face in order 
to pay instalments on time, 8% of all respondents 
said they have to borrow from others so that they 
do not miss the on-time payment. A number of 
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Table 15: Respondents’ Preference regarding Savings Products

Table 14: Average Amount of Savings of MF and ME Respondents

Type of Savings
Average Amount of Savings (BDT)

MF (n) ME (n)

General Savings 9,811 (135) 22,395 (141)

Voluntary Savings 3,705 (35) 6,730 (39)

Term Savings (LTS/DPS) 4,629 (54) 22,350 (74)

All savings (including bank) 16,743 40,781

FGD participants also said that they try to pay the 
instalments on time even if they have to borrow 
from others. As very few MFIs charge additional 
interest rate/service charge if the instalment 
becomes overdue even by one day, some of the 
FGD participants mentioned that it would be more 
convenient for them if extra service charge was not 
imposed on overdue instalments. 

Most MFIs disburse larger loans in cheque. Some of 
the FGD participants also mentioned that it would be 
better for them if larger loans were also disbursed in 
cash. 

3.3.3 Respondents’ Views on Savings 

Types of Savings: When asked if the respondent 
has any savings at an MFI or bank, 137 (97.8%) MF 
respondents and 144 (98.6%) ME respondents 
replied in the affirmative. Usually the general 
savings is mandatory for all MF borrowers. The 
ME borrowers, on the other hand, are not always 
required to have general savings especially for larger 
loans. 

Amount of Savings: Average amount of total savings 
(at either MFI or bank or both) of MF borrowers is 
BDT 16,743 and of ME borrowers is BDT 40,780. 
Average amount of MFI General Savings is calculated 
at BDT 9,811 for MF borrowers and BDT 22,395 
for ME borrowers. Average savings under LTS/
DPS category is 4,628 and 22,349 for MF and ME 
borrowers respectively (Table 14). 

Respondents’ Preference regarding Savings 
Products: When asked, in case of savings what other 
facilities would be more convenient, 38.1% of all 
respondents replied ‘do not know/cannot not say’. 
Out of the rest, 78.1% MF respondents and 76.5% ME 
respondents mentioned that being able to withdraw 
savings anytime would be most convenient for them. 
26% of all respondents who answered mentioned 
increased rate of return on savings as desirable. 
Some participants in several FGDs also mentioned 
that higher return on savings would be beneficial 
for them. 14.6% MF respondents and 14.8% ME 
respondents suggested reducing the amount of 
general savings requirement per thousand Taka 
loan. Some respondents (5.6%) opted for monthly 
savings instead of weekly (for general savings). A few 
respondents mentioned they would prefer not to 
deposit any savings at all (Table 15).

Preference MF (%) 
(n=96)

ME (%) 
(n=81)

All (%) 
(n=177)

To be able to withdraw savings anytime 78.1 76.5 77.4
Increase the rate of return on savings 28.1 23.5 26
Reduce the amount of general savings per thousand 14.6 14.8 14.7
Deposit savings once a month instead of every week 7.3 3.7 5.6
Do not want to deposit any savings 3.1 2.5 2.8
Option of using different methods for depositing and 
withdrawing savings (digital wallet/bank etc.) 1 1.2 1.1



28

3.3.4 Respondents’ Views on MFIs’ Other 
Services 

When asked what type of service/product/assistance 
other than loans would be helpful for them, 20% 
said ‘free/primary healthcare service/medicine/
financial assistance for medical treatment’; 16.1% said 
‘scholarship/education assistance’; 12.6% mentioned 
‘skill development training/trainings on IGA’. 7.1% of 
MF respondents and 3.4% of ME respondents said 
financial assistance during disasters/crisis would 
be helpful. 8.9% of ME respondents mentioned 
technical assistance for farmers would be helpful. 
18.2% of all respondents said that they do not need 
any other type of service/product/assistance while 
17.5% said they ‘do not know/cannot say’.

 

3.4 Effect of COVID-19 Pandemic on MFIs

For the purpose of this study, information was 
collected from 22 MFIs of which 5 are categorized as 
‘large MFI’, 12 as ‘medium MFI’ and 5 as ‘small MFI’9. 
In order to compare the MFIs’ performance before, 
during and after the pandemic data was collected on 
some basic indicators.10 

Due to COVID-19 pandemic and subsequent 
lockdowns, activities of MFIs in the field slowed 
down which is supported by declining trend in new 
member admission, new loans per month, amount of 
loans disbursement and average recovery rate.  

3.4.1 Operational Performance of the MFIs

Average number of member admission per 
month: From the figures provided by the MFIs it 
is evident that there was a decrease in member 
admission per month during the pandemic period in 
comparison to before pandemic for all MFIs. Average 
rate of decrease in monthly member admission for 
large MFIs is 38.5%; for medium and small MFIs the 
rate of decrease is 37% and 31% respectively. 

For most MFIs, the average number of member 
admission per month after the pandemic is still less 
than it was before the pandemic. However, all except 
1 MFI have reported higher number of member 
admission per month between July 2021 and January 
2022 than during the pandemic period. 

Average number of new loans per month: All 
but 1 MFI reported decrease in number of new loans 
per month. For large MFIs number of new loans per 
month during the pandemic was 39% lower than that 
of before the pandemic; for medium and small MFIs 
it was 36.3% and 25.5% lower respectively. 

In post-pandemic recovery period, there has been 
an 67.2% increase in number of new loans for large 
MFIs, 42.9% for medium MFIs and 39.3% for small 
MFIs. 

Average number of new member admission 
against average number of new loans per 
month: There is a positive correlation between new 
member admission and new loans per month for all 
except 1 participating MFIs in both periods.  

Average amount of loan disbursement:  For 
all MFIs who provided the data, average amount of 
monthly loan disbursement was considerably lower 
during the pandemic. 10 MFIs showed 20-30% 
decrease in amount of loan disbursement compared 
to the previous phase while 5 MFIs reported 10-
20% decrease. 2 MFIs showed negative growth of 
30-40% and 2 other MFIs showed a fall of 80-90% in 
average amount of monthly loan disbursement. No 
correlation could be found between the MFIs’ sizes 
and rate of decrease.

As shown in Table 16, the decrease in average 
amount of loan disbursement for ME loans are found 
to be marginally larger than that of the MF loans. 
During pandemic, MF loan disbursement fell by 
33.8% for large MFIs, 23.5% for medium MFIs and 
41.6% for small MFIs. On the other hand, ME loan 
disbursement decreased by 40%, 25.7% and 40.5% 
for large, medium and small MFIs respectively. 

Comparing the data between ‘during pandemic’ 
and ‘after pandemic’ periods, it was found that all 
MFIs show increase in loan disbursement in post-
pandemic period.  Large MFIs show 78.7% increase 
in average amount of loan disbursement per month 
for all products while for medium MFIs the increase 
was 38.6%. One of the small MFIs show almost five 
times increase in loan disbursement which can be 
explained by the availability of stimulus package. 
During pandemic period the MFI’s disbursement fell 
drastically (highest among all reporting MFIs). After 
pandemic during the recovery period, therefore, the 
MFI has experience steep positive growth in loan 
disbursement.

9   Out of 22, 18 MFIs provided numerical data
10  For ‘before pandemic’ period data was collected for July 2019 to Feb 2020; March 2020 to June 2021 was considered as ‘during pandemic’ period and 

July 2021 to January 2022 was considered as ‘after pandemic’



29

11 Without considering the 1 extreme value
12  Without considering the 1 extreme value
13  MRA/ Circular Letter no-53, 54, 58, 59, 62, 69 

Table 16: Change in Average Amount of Loan Disbursement per Month by Large, Medium 
and Small MFIs during and after Pandemic

Type of Loan/MFI Size
Growth Rate ‘During Pandemic’

(from July-Feb20 to Mar20-Jun21)
(%)

Growth Rate ‘After Pandemic’
(from Mar20-Jun21 to Jul21-Jan22)

(%)

All Loans

All MFIs -29.8 74.3

Large -36.6 78.7

Medium -22.5 38.6

Small -39.8 158.2

MF Loans

All MFIs -30 51.3 11

Large -33.8 76.7

Medium -23.5 37.1

Small -41.6 56.6 12

ME Loans

All MFIs -32.6 56.8

Large -40 85

Medium -25.7 50.9

Small -40.5 36.3

In case of MF loan disbursement, the increase was 
76.7% for large MFIs, 37.1% for medium MFIs and 
56.6% for small MFIs. For ME loan disbursement, 
there was an increase of 85% for large MFIs, 50.9% 
for medium MFIs and 36.3% for small MFIs. 

Average overdue balance: Due to borrowers’ 
income loss and businesses being negatively 
impacted by the pandemic, many borrowers were 
unable to pay their instalments on time. As a result, 
MFIs could not collect the dues on time. In order to 
ease the pressure on the borrowers, MRA gave the 
directives to the MFIs not to adversely classify loans 
initially for the period of January 2020 to June 2020 
which was later extended to December 2021.13  For 
majority of the reporting MFIs, average overdue 
balance show a positive growth in both periods.

Average amount of loan disbursement against 
average overdue balance: The 2 indicators for 15 

out of 21 participating MFIs show inverse correlation 
during pandemic period, that is loan disbursement 
declined and overdue increased. In post-pandemic 
period the variables mostly show positive correlation, 
that is both increased. 

Average recovery rate (ARR): Except for 4 
reporting MFIs, average recovery rate shows a 
negative trend during pandemic compared to 
pre-pandemic period. For large MFIs, the average 
decline in ARR was 14.4% whereas for medium 
and small MFIs the decline was 6.7% and 12.3% 
respectively. After pandemic, 3 medium MFIs 
reported negative growth in ARR. Out of the rest, 
average increase in ARR was 9.3% for large MFIs, 
6.82% for medium MFIs and 10.2% for small MFIs. No 
significant difference in trend is seen between MF 
and ME loan recovery rate. 
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Surplus of the organization: Year-on-year 
comparison of the surplus of the organization shows 
a decline trend during FY 20-21 for most MFIs. In 
post-pandemic recovery period, almost all MFIs show 
positive growth of surplus compared to the previous 
fiscal year. 

Average Savings Collection per month: Most 
of the MFIs including large, medium and small 
faced negative growth in average savings collection 
per month (including all types of savings) ‘during 
pandemic’ period compared to the ‘pre-pandemic’ 
period. Average of total savings collection by the 
participating MFIs fell by 17.5% during the pandemic 
and again rose by 52.2% during the recovery period. 
The following table (Table 17) also provides the 
figures for different categories of savings.

Table 17: Change in Average Savings Collection per Month by Large, Medium and Small 
MFIs during and after Pandemic

Average Savings Withdrawal per month: Table 
18 shows that, average of total savings withdrawal 
per month (including all types of savings) among the 
participating MFIs (18 MFIs) declined by 12.1% from 
‘pre-pandemic’ to ‘during pandemic’ period. All of 
the 4 large MFIs who provided data experienced 
negative growth in total savings withdrawal, whereas 
one among the small and a few among the medium 
MFIs experienced increase in the savings withdrawal 
as well. Among the large, medium and small MFIs, 
the average fall in total savings withdrawal per month 
is 21.7%, 3% and 25.3% respectively.  In the recovery 
period the withdrawal of total savings is seen to 
increase by 35% on average with highest growth 
of 252.6% faced by a small MFI and lowest growth 
of -43.78% faced by a medium one. The average 

Type of Savings/MFI Size
Growth Rate ‘During Pandemic’

(from July-Feb20 to Mar20-Jun21)
(%)

Growth Rate ‘After Pandemic’
(from Mar20-Jun21 to Jul21-Jan22)

(%)

All Savings

All MFIs -17.5 52.2

General Savings

All MFIs -22 67.8

Large -30.7 41.1

Medium -13.6 31.5

Small -32.1 192

Voluntary Savings

All MFIs -23.6 -9.1

Large -23.6 23.1

Medium -9.6 -11.5

Small -65.4 -55.9

Term Savings

All MFIs 27 29.6

Large -11.1 18.6

Medium 23.4 33.2

Small 102.5 36
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Table 18: Change in Average Savings Withdrawal per Month by Large, Medium and Small 
MFIs during and after Pandemic

Type of Savings/MFI Size
Growth Rate ‘During Pandemic’

(from July-Feb20 to Mar20-Jun21)
(%)

Growth Rate ‘After Pandemic’
(from Mar20-Jun21 to Jul21-Jan22)

(%)

All Savings

All MFIs -12.1 35

Large -21.7 43.6

Medium -3 8.5

Small -25.3 92.3

General Savings

All MFIs -16.2 29.3

Large -31.8 32

Medium -3.4 8.8

Small -28.8 77.2

Voluntary Savings

All MFIs -18.3 8.6

Large -23.6 34.3

Medium -3.5 7.8

Small -53.8 -32

Term Savings

All MFIs 174.7 106.6

Large 40.5 66.5

Medium 25 18.3

Small 897.3 468.1

increase in the large MFIs is 43.6%, which is 8.5% and 
92.3% for medium and small ones respectively. 

The table (Table 18) shows that term savings 
withdrawal increased considerably in both periods 
for all MFIs. This may be because borrowers who 
have invested in term savings (DPS/FDR) usually have 
a significantly larger amount than the amount they 
have in general savings. It is plausible to infer that, 
during crisis periods, clients would withdraw the 
larger amount such as term savings. As a result, term 
savings withdrawal has been very high. 

At recovery stage both collection and withdrawal 
increased for most of the MFIs.

Average Net Savings per month: From table 
19 we can see that, during pandemic the net total 
savings declined for all MFIs. For large ones the 
reduction in net savings is the highest. This indicates 
that, fund flow for all types of MFIs decreased during 
the pandemic period compared to its previous 
period. On the other hand, growth rate of net savings 
after pandemic shows rise for all types MFIs, where 
medium and smaller MFIs faced significant increase. 
It increased by 14% for large MFIs, 220% for medium 
ones and 497% for small ones. 
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Table 19: Change in Average Net Savings per Month by Large, Medium and Small MFIs 
during and after Pandemic

Table 20: Proportion of average amount of savings withdrawal to average amount of 
savings collection per month for Large, Medium and Small MFIs 

Type of Savings/MFI Size
Growth Rate ‘During Pandemic’

(from July-Feb20 to Mar20-Jun21)
(%)

Growth Rate ‘After Pandemic’
(from Mar20-Jun21 to Jul21-Jan22)

(%)

All Savings

All MFIs -68 236
Large -192 14
Medium -20 220
Small -65 497

General Savings
All MFIs -63 251

Large -88 129
Medium -45 138
Small -81 658

Voluntary Savings
All MFIs 21 -95
Large -20 12
Medium 38 -170
Small 27 -13
Term Savings
All MFIs 13.5 191.5
Large -113.6 -13.4
Medium 37.9 269.1
Small 101.4 206.1

Average amount of savings withdrawal against average amount of savings collection per month: 
As reflected in Table 20, all MFIs returned savings at a higher rate during the pandemic and even during the 
recovery period than they returned savings before the pandemic.

Type of Savings/MFI Size
Before Pandemic

(July19-Feb20)
(%)

During Pandemic 
(Mar 20- June21)

(%)

During Recovery 
Period 

July 21 - Jan 22
(%)

All MFIs 77 91 85

Large 80 89 90

Medium 77 89 81

Small 75 97 87
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3.4.2 Challenges Faced by MFIs during the 
Pandemic

The MFIs faced multifaceted challenges due to 
the pandemic. Although the challenges were 
interlinked, their features changed with the phases 
of the pandemic within the period of more than 2 
years. At the very beginning of the pandemic, as 
per restriction from the government in the form of 
country-wide general holiday to prevent the spread 
of COVID-19, operation of all MFIs was formally 
closed for about 1.5 months. As the microfinance 

operation is fully dependent on field operation, this 
sudden closure hit the MFI sector hard. 

On the basis of strong advocacy from the 
microfinance sector, government allowed MFIs to 
operate at limited capacity in the field level after 
about 1.5 months. Moreover, consecutive circulars 
from MRA until December, 2021 instructed MFIs to 
withhold the overdue status of any borrowers who 
could not repay the installments in time considering 
the financial vulnerability of the low-income people. 

For this study, the MFIs were requested to share their top 5 challenges due the pandemic. Based on MFIs’ 
information, the challenges are listed as follows: 

Challenges Percentage of MFIs 

1.Difficulty in loan realization due to hamper in clients’ IGA/clients’ loss of in-
come: 
Members/borrowers of MFIs faced loss in income due to their IGA/business being 
hampered during COVID-19. Hence, they were unable to pay the loan instalments 
in timely manner. Moreover, many stopped paying instalments altogether, where-
as many paid whatever amount they could which was lower than the actual amount 
of instalment. As their ability to repay loans decreased, demand for new loans 
declined. MFIs experienced trouble with loan realization which resulted in slower 
recovery rate, decrease in OTR and unexpected increase in overdue.  

71.4%

2. Restricted field movement of frontline staff due to lockdown:
All	field	level	activities	were	suspended	during	the	general	holiday.	After	that,	
when the MFIs were allowed to operate at limited capacity, they were instructed 
by MRA to only receive instalments from those who would pay willingly. However, 
non-cooperation	from	local	administration	in	continuing	field	activities	even	at	
limited	capacity	was	a	significant	challenge.	Frontline	staffs	faced	obstacles	in	the	
field	and	branch	visit	(especially	in	rural	areas),	from	the	local	authority/	local	ad-
ministration and social community including political leaders. 

As weekly in–person instalment collection in cash was hampered, the recovery 
rate fell and overdue increased which imposed a negative effect on overall activ-
ities.	After	regular	field	operation	resumed,	difficulties	in	loan	realization	created	
challenges for disbursing new loans due to cash shortage. This on the other hand, 
hampered	the	clients’	financial	inclusion.

71.4%

3. Difficulty in Institutional Fund Management: 
Income decreased at organization level because of increased overdue and limited 
fund	flow	from	outside	which	compelled	organizations	to	limit	their	disbursement	
in	the	field.	On	the	other	hand,	operating	cost	increased	as	MFIs	had	to	invest	in	
COVID-19 precautionary activities such as purchasing protective materials, dis-
infecting	office	area	among	others.	In	order	to	sustain	some	MFIs	had	to	use	up	
capital	funds	for	operational	expenses.	MFIs	faced	difficulties	in	institutional	man-
agement	dealing	with	fund	crises,	reduced	surplus	and	yearly	loss.	Cash	flow	man-
agement was a challenge since expenses needed to be addressed while income 
was	stalled.	The	cost	of	fund	also	increased	and	the	MFIs	found	it	difficult	to	pay	
bank interests.   

71.4%
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Challenges Percentage of MFIs 

4. Crisis in Staff Management: 
Some MFIs struggled to continue 100% remuneration of staff along with festival 
bonuses due to fund crisis. On the other hand, some MFIs mentioned vulnerable 
state of staffs’ mental health due to the pandemic. There was a lot of panic and fear 
among all level staff.  For some MFIs, staff turnover was unusually high, while some 
faced malpractice by the staff and the MFIs needed to recruit new staff without ex-
periences. 
In	many	cases,	program/field	staffs	were	a	bit	scared	and	reluctant	to	move	across	
the	field	due	to	the	risk	of	getting	infected.	Moreover,	field	staff	were	upset	as	it	
was	also	hard	for	them	to	be	at	the	work	station	for	indefinite	period	and	for	not	
being able to see their families during the lockdown.  

71.4%

5. Disintegration of Group Meeting Culture: 
Another notable challenge was disintegration of samity/groups due to social dis-
tancing.  It was not possible to collect loans and savings in group setting as before 
and the staff had to communicate with the clients over phone or visit door to door. 
As a result, group culture has been destroyed and it is challenging to reengage the 
clients	in	groups	after	resumption	of	regular	field	activities.		

38%

6. Infection and death cases due to COVID-19:
Many employees and members of the MFIs were affected and some among them 
lost their lives as well. Organizations incurred added expenditure providing treat-
ment cost to the affected staffs as well as death claim. 

23.8%

7. Migration of borrowers:
Loss in IGA caused many of the members to migrate and escape form their present 
address	to	other	areas,	in	most	cases	from	urban	to	rural	areas.	It	was	difficult	for	
the MFIs to track down the borrowers who still had not repaid their loans.  

19%

8. Challenge in refunding savings:
On one hand, instalment collection and loan disbursement were very poor. How-
ever, on the other hand demand for savings withdrawal/return was very high which 
was	difficult	for	the	MFIs	to	pay	mostly	due	to	cash	crisis	and	restricted	field	move-
ment.

14.2%

9. Lack of refinancing at initial stage: 
As an aftermath of COVID-19 lockdown, as there was shortage of loan supply, 
member’s	business/IGA	was	further	disrupted	due	to	lack	of	refinancing.	Some	
members had to borrow from other sources such as moneylenders at high interest 
as MFIs’ loan operation was put on hold during the initial days of lockdown.  

14.2%

10. Increase in member drop out:
Increase in member dropout was one of the major challenges faced by a few MFIs. 9.5%

A few additional challenges were mentioned by 
the MFIs. For example, they could not start donor 
funded projects in due time; few mentioned not 
being able to achieve yearly target plan. Moreover, 
it was difficult to maintain social distancing and 
also isolation especially in field office; there was 
communication gap between top management and 

field employees due to less interaction. During the 
lockdown, the collection of instalments was stopped 
due to humanitarian reasons, however, this created 
an undesirable habit of non-payment of instalments 
despite the ability of some MFI members. The 
banking hours were limited, so few of the MFIs faced 
difficulty in banking transactions.  
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3.4.3 MFIs’ Response to Overcome the 
Challenges of Pandemic

Despite various challenges, MFIs have not lost 
their resilience and continued to serve their 
clients throughout the crisis period. During 
the closure of field operation most of the MFIs 
provided instruction to their branch staffs not 
to leave the station and to keep regular contact 
with the clients to make them aware about the 
situation as well as corresponding preventive 
measures to be taken and give them motivation 
and courage during the period. This helped 
the MFIs retain the good relationship with their 
clients. Despite the suspension of installment 
collection and loan disbursement activities, MFIs 
were heavily involved in awareness building 
activities, distributing preventive materials at 
field level like masks, sanitizer, soap etc., building 
had washing stations at different points and 
relief activities to assist the clients as well as the 
community people (INAFI, 2020).

When the field operation resumed, MFIs 
primarily continued intensive communication 
with members, borrowers as well as their 
guarantors and relief work as CSR activities. They 
accepted instalments as well from clients who 
paid willingly. Some emphasized on urgent loan 
disbursement immediately after the withdrawal 
of government’s restrictions. Majority took some 
time to understand the field situation. With 
time, MFIs have introduced and applied various 
adjustments in their products and services 
customized with the need and comfort of their 
clients to withstand the challenges posed by the 
pandemic. 

While exploring the policy changes and 
strategies adopted by MFIs to deal with this 
financial crisis for their clients and themselves, 
this study found that both flexible as well as 
conservative approaches were used as listed 
below. 

1. Loan Refinancing: Most of the MFIs 
mentioned refinancing their borrowers 
who have been financially affected by the 
pandemic and, as a result, were unable 
to repay their loans. 16 out of 21 MFIs are 
offering refinancing loans under Stimulus 
Package Revolving Refinancing Scheme 
rolled out by Bangladesh Bank. 10 MFIs are 
offering refinancing loans to their borrowers 
under Livelihood Restoration Loan (LRL) 
introduced by PKSF. So far, these MFIs have 
received BDT 9.725 billion under stimulus 
package and BDT 1.2375 billion under 

Introduction of Refinancing Schemes under 
Stimulus Package 

The BDT 30 billion Stimulus Package financed by 
the Bangladesh Bank has been an exemplary effort 
by the Government to rejuvenate the economy 
by providing refinancing support for the low-
income professionals, farmers and marginal/small 
entrepreneurs who have been unable to carry 
on with their regular economic activities due to 
COVID-19 pandemic. Initially, the refinancing has 
been provided through only MFIs and later also 
through some banks.  BB provided this fund at 1% 
interest to the scheduled banks that in turn provided 
the fund to MFIs at 3.5% interest per year. The MFIs 
offered refinancing loans to its borrowers at 9% 
interest. Till October 2021, banks have disbursed 
BDT 23 billion under this program (The Daily Star, 
October 2021).  

Under Government’s Stimulus Package program, 
BDT 5 billion was sanctioned in favour of PKSF. With 
an additional BDT 1 billion from its own fund, PKSF 
introduced a flexible loan program titled Livelihood 
Restoration Loan (LRL) which is being implemented 
by 128 partner organizations (POs) of PKSF. Through 
this program, MFIs are providing loan assistance to 5 
pandemic-hit groups in the rural areas: (i) agriculture 
and related small entrepreneurs; (ii) small and 
cottage industry related entrepreneurs; (iii) trained 
youth; (iv) unemployed youth; and (v) returning 
migrant workers. Under this program, borrowers are 
getting loans at 4% instead of 18% service charge. 
The service charge at PKSF-PO level has also been 
lowered to 0.5% from 5%. The loan tenure has also 
been extended to minimum 2 years from existing 
1 year (PKSF Website). Till February 2022, BDT 8.5 
billion have been disbursed by PKSF among its POs 
while POs, in turn, disbursed about BDT 12.8 billion 
covering 372,151 borrowers. Positive outcome of 
the program prompted the government to allocate 
additional BDT 5 billion to PKSF in FY 2021-22 (PKSF 
Website).

The introduction of stimulus package has not only 
made it possible for the borrowers to receive loans 
at a reduced interest rate but it also helped mitigate 
the fund crisis faced by MFIs especially some of 
the medium and small MFIs. However, some MFIs 
reported to have faced challenges in the field 
especially with their regular MF/ME loans as those 
have considerably higher interest rate/service 
charge. Some small MFIs also mentioned that they 
had applied for the stimulus package fund but did 
not get it.
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LRL covering more than 190,323 and 16,657 
borrowers respectively. A few of the large MFIs 
are also offering refinancing loans using fund 
from other sources.  While one MFI, encouraged 
providing new loan to default clients instantly 
after repayment of overdue amount. 

2. Loan Rescheduling: A number of MFIs 
mentioned formally rescheduling the loans 
for the borrowers who were unable to 
pay installments on time. As per special 
regulation considering COVID-19, adverse 
loan classification was put on hold for several 
months so the borrowers who could not pay their 
instalments on time do not become defaulter 
despite missing multiple installments. Under 
loan rescheduling some MFIs increased the 
loan tenure keeping the amounts of installments 
unchanged, whereas some accepted smaller 
or partial installment payments with extended 
tenure without charging additional service 
charge.  Few MFIs, on the other hand, stated that 
they did not formally reschedule any loans as 
that hampers their regular operation; however, 
they informally restructured the loan with easy 
repayment facilities in case of overdue loans. 

3. Additional Mechanisms for Overdue 
Management: Almost all MFIs maintained 
continuous communication with respective 
members and borrowers through mobile phone 
and provided necessary guidance, awareness 
and motivation during the lockdown period. 
When field activities resumed after the first 
lockdown, most of the MFIs provided door to 
door service for collecting loan installments and 
savings. Moreover, MFIs expressed exploring 
and ensuring alternative payment modes such 
as- transaction through bank/ MFI branches/ 
digital wallet. One of the MFIs mentioned 
bearing the DFS provider’s fee for a couple of 
months to encourage installment payments by 
the clients.   

 Several MFIs mentioned maintaining continuous 
communication with the borrowers to improve 
client retention rate. Among other initiatives 
taken by MFIs include encouraging their clients 
to repay the overdue amount by explaining the 
benefits of timely loan installment payment; 
tracking down the new location of the migrated 
borrowers; classifying the default borrowers 
and preparing action plan for recovery of loan 
introducing a special mechanism to monitor the 
overdue loanee. 

4. Provisions regarding Loan Disbursement 
and Repayment: Few Large MFIs started loan 
disbursement in urgent basis with withdrawal of 

the 1st lockdown. However, some of the large 
and medium MFIs prioritized understanding 
the situation of the field first and emphasized 
on client verification process before 
providing loans. One medium MFI mentioned 
strengthening financial ratio analysis of the 
clients before loan disbursement, however, with 
flexibility in guarantor cheque and reduced layer 
for approval of the loan. 

 One of the large MFIs changed the advance 
installment payment policy so that the clients 
can pay a higher number of weekly or monthly 
installments compared to previous policy and 
get a new loan instantly. Few MFIs relaxed the 
savings requirements for new loan while some 
increased the loan ceiling for consecutive loans. 
One MFI made disbursement of the loan in cash 
instead of by bank cheque as banking hours 
were limited. 

 Few MFIs mentioned promoting loan products 
with flexible features and termed those as “easy 
loan”/ “substitute loan”/ “support loan”, etc. 
Some other adjustments mentioned by single 
MFI include, reducing percentage of deposit 
for loan protection fund against loan, flexibility 
in loan duration/period and uses of non-
judicial stamp for 3 consecutive terms of loan; 
offering rebate on service charge for the clients 
who repaid the current plus specific number 
of additional weekly/ monthly instalments in 
advance; waiving service charge of loan up to 50 
days considering the pandemic situation.

5. Change in Policy for Savings Collection: Some 
of the MFIs including large and medium made 
the general savings collection requirement 
flexible for new loans such as for MF and ME 
borrowers the savings requirement was reduced 
to 2%-5% instead of pre- pandemic 5%-10%. 
One MFI mentioned the clients were allowed to 
fulfil the remaining savings gap later. 

 On contrary, one large MFI mentioned 
emphasizing on savings mobilization for meeting 
up the fund crisis and another started new 
deposit scheme to collect savings and adopted 
the policy of “no instalment collection without 
savings”. One of the large MFIs said offering only 
1 type of DPS currently instead of offering variety 
(for 3 years which was for 3/5/10 years before). 

6. Change in Policy for Savings Withdrawal: 
During the early stage of the pandemic, when 
the demand for savings withdrawal peaked, one 
of the large MFIs transferred a fixed amount 
of savings through mobile wallet to clients in 
need. Another large MFI encouraged savings 
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withdrawal by making savings requirement 
more flexible for ongoing loans. A medium 
MFI allowed their clients to withdraw savings 
keeping only BDT 100 in the account and 
provided the profit amount from the FDR. A few 
medium and small MFIs refunded savings only 
based on clients’ need as it was difficult for the 
organization to make savings withdrawal flexible 
for all due to financial crisis and reduced banking 
hours. Though one MFI reported that, not many 
members withdrew savings even after with 
flexible withdrawal policy was introduced. 

7. Utilising the DFS/MFS: MFIs who did not 
officially introduce DFS before COVID-19 or 
was in the pipeline, introduced the medium 
to their clients during this time to reduce the 
physical contact. On the other hand, MFIs who 
already had official DFS operation before the 
pandemic could enjoy the advantage of utilizing 
this medium during the pandemic.  One large 
MFI initially refunded client savings via DFS to 
provide immediate support; while one medium 
MFI mentioned providing cash assistance to 
their clients through DFS.  Some MFIs mentioned 
using DFS for collection of loan instalments and 
savings. Among them only one MFI covered 
the cash-out charge from organization’s end 
on regular basis, while another covered the 
charge for a couple of months considering the 
pandemic. Other MFIs are offering their clients 
with a discounted cash-out charge based on 
negotiation with the respective DFS service 
providers. A number of MFIs also mentioned, 
using DFS to provide staff remunerations. 

Use of Digital Financial Services

Since 2020, there has not been any change in 
practice regarding collection of loan amount by 
the borrower at the time of loan disbursement. In 
terms of instalment payment, use of digital platforms 
has seen a steep rise. Before 2020, only 2.5% of all 
respondents used digital or mobile wallet while after 

2020, it increased by fivefold to 13.3% (Chart 5). 8.5% 
female respondents and 36% male respondents 
reported to have used digital payment method at 
least once for paying instalment.

When asked if they are aware of various digital 
payment platforms, 5.2% of all the respondents 
replied in the negative. Out of all respondents, 
around 15% said that no one in their household uses 
any digital wallet. 36.7% of all respondents said that 
the digital wallet is registered in their own name 
while 38.1% said that the digital wallet is registered 
in the name of someone else in the household. 
Only 28.8% of the female respondents have digital 
wallet registered in their own name whereas for male 
respondents the figure is 74% (Table 21). 

Chart 5: Upward Trend in Use of Digital 
Platform by Respondents for Instalment 

Payment

Table 21: Use of DFS/MFS by Male and Female Borrowers

Use of Digital Wallet All Respondents (%) Male (%) (n=50) Female (%) (n=236)

Registered in their own name 36.7 74 28.8
Registered in someone else’s name 38.1 18 42.4
Make transaction through agent 8 4 8.9
Do not use digital wallet 11.9 4 13.5
Not aware about digital wallet 5.2 0 6.3

Out of the respondents who use digital wallets, 11.6% 
use more than one digital platform. 95.8% use bKash. 
The 2 other digital wallets used by the respondents 
are Nagad (13.5%) and Rocket (4.2%).

The top 3 purposes for which the respondents use 
digital wallets include: 

•  Sending/receiving money to or from relatives/
family members and others (MF: 52.8%; ME: 
42.6%); 
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• Sending money to moneylender for business 
purpose (MF: 10.7%; ME: 24.3%); and 

•  Receiving customers’ payments (MF: 9.9%; 
ME: 23.5%). 

The respondents have also mentioned using 
digital payment services in order to receive 
remittance from abroad, receive child’s scholarship 
money from school or pay school fees, and pay 
loan instalments among others.

Even though the use of digital wallet has seen a 
sharp rise in case of paying loan instalment as 
depicted in chart, there are still some challenges. 
The charge of using digital wallet ranges from BDT 
9 to BDT 18 per BDT 1000 transaction which has 
to be paid by the borrower in case of instalment 
payment using digital wallets. 

In case of instalment payment, the study found 
that, 10 out of 22 MFIs (45.5%) have digital 
payment option. During pandemic average 
monthly recovery rate of MFIs using DFS was 
91.23% and that of MFIs not using DFS was 87.95%. 

For only 1 MFI, the borrowers do not have to 
bear the charge of the digital wallet; but for the 
rest of the MFIs’ borrowers, this is an additional 
cost for instalment payment. During the FGDs, 
the participants from both MF and ME groups 
mentioned this additional cost as the main 
challenge for using digital platform to pay 
instalments. 

When asked, if they would be interested in 
receiving loans and paying instalments using 

digital platform, 14.7% responded they could 
not say while almost 60% responded ‘no’ (Chart 
6). Among the respondents who replied in the 
negative, mentioned the following reasons:

•  Do not know enough about digital platform/
wallet (38.5%)

•  Additional charge of digital transaction (31.4%)
•  Feels inconvenient (19.5%)
•  Risk of sending money to the wrong number 

(16.6%)
•  No instant documentation of payment (5.3%)

31 out of 50 (62%) male respondents said they 
would be interested while only 44 out of 236 
(18.6%) female respondents showed interest in 
using digital platform to make transactions. Out 
of all respondents who said ‘yes’ mentioned the 
following reasons:

• Will save time and transport cost (74.7%)
• Will be able to pay instalment on time from 

anywhere (34.7%)
Among the urban respondents, 35% said they 
would be willing to pay instalments using digital 
wallet while 23.8% of the rural respondents said 
the same.

During FGDs, several borrowers mentioned that 
they would be willing to use digital payment 
method for regular instalment payments only if 
they do not have to pay any additional charges for 
using the mobile wallet.

MF ME All Respondents
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Chart 6: Would the Respondent be Interested in Using Digital Platform to Pay Instalments?

In addition to this, FGD participants mentioned that most of them still prefer paying the instalment directly 
to the MFI’s FO as the passbook can be updated with the information instantly. Most MFIs, at present, do 
not provide such instant confirmation for digital instalment payment.
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8. Advocacy with Local Administration/leaders: 
As an important mechanism for mitigating 
the challenges in field operation, some 
MFIs maintained communication and public 
relation activities with local administration, 
community leaders and local elites. It also 
includes explaining the MRA Circular to the local 
government. 

9. Measures to Ensure Staff Benefit during 
Pandemic: Some MFIs did not curtail any staff 
facilities during COVID-19, while some struggled 
with this. One MFI mentioned giving only basic 
salary to the higher-level staff during the financial 
crisis period to cope with the fund crisis while, 
another mentioned rewiring the remuneration 
and staff benefits to ensure staff retention. 
To cover the staff salary and other expenses 
one MFI used organization’s emergency fund, 
one mentioned about encashment of FDR 
and surplus while another took loan from 
organization’s executive committee members. 
Moreover, one MFI revealed that, their new as 
well as existing field staff were made aware 
about company’s financial crisis as they had to 
curtail staff benefits during pandemic. 

10. Policies and Measures to Reduce Staff Turnover 
and Improve Staff Motivation: Some MFIs 
mentioned providing relevant trainings to 
help employees improve their knowledge and 
skill base that align with the changes that are 
currently happening around the world due to 
the pandemic along with organizing awareness 
building activities and counselling programs. 
Few mentioned organizing frequent virtual staff 
meetings and workshops involving the senior 
management while few mentioned increasing 
field visits by senior staffs when the situation 
became relatively normal. One MFI revealed 
adopting specialized programme in agreement 
with a psychological wellness centre to ensure 
the mental well-being of all the employees. 
Besides, they provided mental health tele-
counselling services through hotline number. 

 One organization mentioned about introducing 
various incentive policy for field level personnel 
such as: use of tab by the FOs in some branches 
as pilot basis to reduce their burden. Another 
MFI mentioned introducing Field Force App to 
supervise the field employees. 

Staff Feedback to Maintain a Good work 
Environment and Retain Skilled Workers

Staff retention is always a matter of concern 
for many MFIs. It became more critical during 
the pandemic. As part of the study, overall 
feedback from 107 staff of 14 MFIs has been 
collected where the staff of selected branches 
provided information anonymously through 
a prescribed format. Followings are some 
important feedbacks from the staffs on what the 
organizations can do to maintain a good work 
environment and retain skilled workers: 

1. Consider the matter of financial benefit 
of the staff: Highest response (63%) 
came in favour of ensuring provision 
for different types of allowances and 
benefits for the staffs which include- 
allowance for overtime, fulfilling target, 
medical, city dwelling, lunch, festival 
bonus, benefit in the form of pension, 
gratuity, insurance, encashment of 
unutilized leave, increment in salary 
considering the inflation, etc. 

2. Establish a transparent salary structure 
with on-time payment practice: Staff 
feedback (19%) include establishing a 
salary structure which is transparent in 
book as well as in practice with timely 
payment of salary and increments. Some 
of the responses mentioned organizing 
the salary structure based on grading 
of the staffs, while some suggested 
considering years of employment.

3. Ensure good behaviour of the higher 
rank staff/ higher management: 36% 
respondents think good behaviour 
of the higher rank staff/ higher 
management is important for creating 
enabling work environment, such 
as- providing encouragement and 
necessary assistance to the field 
level staff, not putting stress on the 
employees, not terminating staff instantly 
instigated by anger, scope of direct 
access of communication with the top 
management or head office among 
others. 

4. Have working hour policy and leave 
policy: 13% responses indicated that, 
organizations should have proper policy 
on working hours as well as leave and 
holidays.  They suggested keeping 
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provision for 2 days weekly holidays, 
keeping office activities closed on public 
holidays, maintaining a fixed working 
hour, provision for paternal leave, and 
granting yearly allocated leave as per 
staffs’ need.

5. Ensure transparency in promotion:  
57% stated promotion should be based 
on staff evaluation considering staff 
efficiency and not nepotism. 

6. Transfer staff according to 
organizations’ staff policy: Regarding 
staff transfer policy three types of 
suggestion came from 22% respondents. 
They said, transfer should be based 
on staff policy, organization should 
notify the staff at least 15 days ahead of 
transfer, transfer should be in district that 
is adjacent to staff’s own district. 

7. Value opinion of the field staff: 12% 
respondents said the organization should 
value opinions of the field/branch staff. 

8. Ensure enabling work environment 
considering the needs of female staff: 
7% staff mentioned enabling work 
environment for female staff which 
include- being respectful towards female 
staff, posting them in their own upazila, 
providing travel allowance, arranging 
single accommodation facility, arranging 
day-care facility in every branch office.  

9. Run staff training programs on regular 
basis: 23% emphasized on running 
training programs for the staffs on a 
regular basis including study tour or 
exposure visits.   Moreover, there should 
be scope for the staff to participate in 
other development activities.   

10. Ensure rational loan policy based 
on reality: 4% think loan policy of 
the organization should be based on 
reality such as acceptance of overdue 
considering the actual situation of 
the borrowers. They also think that 
organizations should bring changes in 
the loan policy in line with the policy of 
other MFIs. 

11. Maintain accounting transparency in the 
organization: 2% gave their feedback in 
favour of this.  

11. Measures to Ensure Fund Flow: Immediately 
after the lockdown, MFIs had to manage 
funds to cope with clients’ demand for savings 
withdrawal and new loan along with other 
operational expenses. Few MFIs mentioned 
ensuring fund flow by taking loans from Bank 
and other financial institutions, while few used 
organization’s emergency funds or borrowed 
from EC members. Funding received under 
Stimulus Package and LRL also helped some 
MFIs especially the smaller ones to mitigate their 
fund crisis.  

12. Market Linkage Initiatives to Boost the 
Business of the Clients: One large MFI shared 
expanding business support and development 
services for borrowers. They arranged Micro 
Entrepreneurship Fair to encourage micro-
entrepreneurs who were suffering for 2 years 
due to Pandemic. One among the medium 
MFIs stated focusing on market linkage efforts 
to assist farmers by arranging marketing of 
their products at different places. They helped 
selling milk and meat products, aided through 
the use of modern rice harvesting machines. 
Another MFI mentioned initiating tripartite loan 
agreement among MFI, client and input sellers to 
ensure proper and effective investment of loan 
amount by the clients.

13. Reestablishing the Culture of Group Meetings: 
To recreate the habit of attending groups by 
the clients and bring back the discipline in the 
field MFIs are prioritizing regular interaction 
and awareness by the field officers (FO). FOs are 
working hard in this regard while providing door 
to door service to the clients.  
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3.5 Perspective of Government and Quasi-
government Stakeholders

3.5.1 Role of Microcredit Regulatory Authority

During the nationwide lockdowns, along with the 
MFIs, MRA also took initiatives to resume MFIs’ 
field operation in limited capacity which was halted 
due to ‘general holiday’.14 MRA organized several 
online meetings with the MFIs to understand the 
challenges faced by MFIs during the initial time and 
they continued to have meetings with MFIs at regular 
intervals to get regular updates. MRA also liaised 
with the local DC Offices through a letter so that the 
local administration would cooperate with the MFIs.  

To ensure sustainability of both borrowers and MFIs, 
MRA issued multiple circulars on the following issues:

• Loan classification (adverse) was put on hold 
for a specified period of time. However, any 
improvement in classification could be duly 
documented.15  

• MFIs were requested to invest on COVID-19 
awareness campaign; distribution of food and 
other relief items, hand-wash and hygiene 
products; establishing quarantine and treatment 
centers for COVID-19 patients; emergency and 
medical support for the destitute.16  

• MFIs were given instructions to continue to pay 
regular salaries of their employees even during 
the lockdown periods.17

• MFIs were to set aside additional 1% of Total 
Loan Outstanding (principal amount) as Loan 
Loss Provision (LLP) without taking into account 
the change in overdues/loan classification.18  

• In order to mitigate the fund crisis, MFIs were 
allowed to collect fund from the Stock Market 
subject to receiving permission from MRA.19  

In response to the MFIs’ request, MRA lobbied 
with the Financial Inclusion Department (FID) of 
Bangladesh Bank for the BDT 30 billion Stimulus 
Package announced by the Honorable Prime Minister 
and the loans to be distributed to the micro and 
small entrepreneurs through MFIs. 

MRA also lobbied with the Ministry of Finance for the 
recognition of MFIs as financial institutions (FIs) and 
to be allowed to operate during lockdown periods as 
other FIs such as banks and insurance companies.

In order to mitigate the crisis during pandemic, 
MRA formed a 9-member Monitoring Cell with 1 
local representative from each division headed by 
one of the Directors of MRA. The Monitoring Cell is 
responsible for dealing with complaints and queries 
from MFI clients and MFIs and for monitoring the 
overall situation related to microfinance.

3.5.2 Role of Palli Karma-Sahayak Foundation

To minimize the crisis faced by the Partner 
Organizations (POs) as well as their clients due to the 
pandemic, PKSF, from the very beginning, extended 
its support which include but not limited to the 
followings: 

• Continued financing its POs.  

• Maintained regular contact with its POs through 
virtual meetings during the lockdown to 
receive updates on the status of marginalized 
populations, the steps taken by POs to deal with 
the impact and provided guidance accordingly.

• Donated BDT 40 million to Prime Minister’s Relief 
Fund where along with PKSF’s own fund, the POs 
contributed an amount equivalent to one day’s 
basic salary of their staffs and employees.20 

• Lobbied with the Prime Minister’s Office so 
that MFIs can resume their activities in earliest 
possible time after the general holiday and can 
operate smoothly with the support from the local 
authorities.  

14  MRA/ Circular no-57, 63
15  MRA/ Circular Letter no-53, 54, 58, 59, 62, 69
16  MRA/ Circular Letter no-55
17  MRA/ Circular Letter no-56
18  MRA/ Circular Letter no-59, 62
19  MRA/ Circular Letter no-61
20  PKSF website
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• Encouraged its POs to ensure flexible terms 
for savings withdrawal for the members during 
pandemic.

• Encouraged the POs not to restrict their 
borrowers from getting loan and continue field 
activities in line with the guidelines of MRA. 

• Reduced the service charge against loan amount 
for very small micro enterprise borrowers from 
24% to 18% in two of its projects. 

• PKSF has been implementing a flexible loan 
program titled Livelihood Restoration Loan (LRL) 
since September 2020 through 128 POs using 
BDT 500 crore from the government’s stimulus 
package and BDT 100 crore from its own 
resources. 21

• Prepared a new guideline titled ‘Livelihood 
Restoration Loan-2nd Phase’ with more flexible 
terms and conditions considering the need of the 
affected people. Target groups are also being 
redefined as ‘Extremely poor’, ‘Poor’ and ‘Day 
Labour’ to make the loans accessible to more 
people.22

21  PKSF website
22  PKSF website 
23  PKSF website

• Reduced the service charge from 18% to 4% 
at the PO-Borrower level and from 5% to 0.5% 
at the PKSF-PO level under the LRL program. 
Moreover, the loan tenure has been extended to 
minimum two years from existing one year.23

The strategies, changes in product, and special 
approaches adopted by PKSF as immediate response 
facilitated in uplifting the rural economy as well as 
bringing back confidence at field level among not 
only the POs but also their clients. 
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1. Encouraging MFI clients to invest in savings 
at MFIs: Savings is an asset for the borrowers 
and can support them during crisis periods to 
minimize any financial shock. More than one-
fourth of the respondents (borrowers) said 
they have relied on their savings as one of their 
coping mechanisms during COVID-19 pandemic. 
Currently, MFIs are offering 6% yearly rate of 
return on general savings. Return on voluntary 
savings varies from 6% to 7% depending on 
the MFI while annual return on term savings 
(DPS/FDR) varies more widely, from 6% to 12% 
depending on the amount and length of savings. 
On the other hand, 38% of the members’ net 
savings are being used as one of the sources of 
loan fund for MFIs (MRA annual report 2021). The 
MRA’s policy on savings mobilization allows MFIs 
to accept deposits up to 80% of loan outstanding 
(principal) (Sub-clause 27(2)) and 85% of total 
savings deposits can be utilized for microcredit 
portfolio investment (Sub-clause 34(6)). However, 
the Rules also state that total amount of voluntary 
savings deposited cannot be more than 25% 
of the MFI’s total capital (Sub-clause 28(e)) and 
total term deposits cannot be more than 25% 
of the organization’s capital (Sub-clause 29(e)). 
These restrictions prevent MFIs from serving the 
savings needs of the low-income population as 
well as mobilizing low-cost fund.

- For MFIs: With the aim to encourage 
borrowers to invest their surplus in MFIs’ 
savings products, MFIs may consider 
increasing the rate of return on various 
savings instruments which is also a 
preference in terms of savings mentioned by 
the clients under this study. This, however, 
will have a significant impact on MFIs’ cost. 

- For Regulator: For a long time, MFIs have 
been negotiating with MRA to amend the 
policy concerning the ceiling on voluntary 
as well as term deposits. Relaxing the bar 

on these savings may motivate the MFIs to 
encourage the borrowers to deposit more 
savings at MFIs.

2. Exploring possible cost-sharing mechanisms 
for offering DFS to MFI clients: So far, only a 
number of MFIs have started offering their clients 
the option to conduct financial transactions 
digitally.  These MFIs, based on negotiation with 
different DFS providers, have been able to offer 
their clients the DFS at a lower charge than the 
standard rate. From the study, it has been found 
that more borrowers would be willing to pay 
instalments digitally if they are more familiar with 
the system as well, as they do not have to bear 
the additional cost of using digital platforms. On 
the other hand, as the experience is relatively 
new for the MFIs, they are still ambiguous about 
whether it will be favourable for them to bear the 
DFS provider’s fee which will add to their cost of 
operation.  

- For Regulator: Under these circumstances, 
the corresponding regulators such as 
MRA and Bangladesh Bank as well as the 
concerned ministry may come together to 
form a unique policy which could bring about 
30 million clients, a major portion of which 
belong to the marginalized rural population, 
under the coverage of DFS. 

- For MFIs: At the same time, MFIs together 
with microfinance networks may do advocacy 
with MRA and can work jointly to chalk out a 
way to utilize the DFS platform for the best 
interest of the clients.

 The MFIs may continue to negotiate with the 
DFS providers to form a special product with 
customized features and discounted charge 
for the MFI clients as it will allow the DFS 
providers to capture a significant customer 
base and attain higher transaction count as 
well as transaction volume. Further, to bring 

DISCUSSION AND 
RECOMMENDATIONS

4
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a larger number of clients on board, MFIs 
and DFS providers can jointly undertake 
awareness building initiatives to make the 
clients aware about the benefits of DFS and 
provide hands on training on how the system 
works.  

- For overall microfinance sector: A study can 
be undertaken exclusively focused on the 
practices, prospect and feasibility of the use 
of DFS by the MFIs for financial transactions 
at grassroots level. This will help different 
stakeholders including MRA, MFIs and the 
DFS providers to plan more systematically to 
build an effective partnership.   

3. Outlining guideline for financial management 
during crisis periods: In order to ease the 
pressure off of borrowers as well as the MFIs 
during this crisis period, MRA responded 
immediately and instructed MFIs not to 
adversely classify loans that have not been 
paid on time. As a result, even though in reality 
overdue amount drastically increased, MFIs 
did not categorize them as such. Different MFIs 
adopted different mechanisms to accommodate 
this decision, though a few struggled to find 
the appropriate mechanism to cope in terms of 
financial management and record keeping.

- For regulator: For such unforeseen calamities, 
a clear and comprehensive guideline from 
MRA specifying the duration of special 
provisions such as managing loan loss 
provision and loan classification would be 
more beneficial for the MFIs to operate in 
a uniform manner which will help maintain 
discipline within the sector. MRA may also 
strengthen its monitoring to ensure proper 
implementation of its various directives by all 
MFIs in times of crisis.

- For MFIs: All MFIs should comply with any 
new directive issued by MRA aiming at a 
time of crisis or disaster. They would maintain 
regular communication with MRA and clarify 
if there is any lack of understanding of 
respective directives.  

4. Using a portion of the surplus fund of the MFIs 
for emergency response without pre-approval: 
According to Microcredit Regulatory Authority 
Rules 2010, MFIs have to set aside 10% of their 

total surplus every year in a scheduled bank 
as ‘reserve fund’. After that it can utilize the 
remaining surplus in microcredit activities and, 
subject to approval from the MRA, can also 
use for any social welfare programs for poverty 
alleviation of the respective clients. During 
emergencies such as COVID-19 pandemic 
or natural disasters, MRA issued circulars 
requesting the MFIs to support the affected 
people using the surplus fund and to take post 
approval for the respective activities.  

- For regulators: MRA may consider making 
an additional provision by indicating a 
specific percentage of this surplus fund 
which the MFIs would be able to use for CSR 
(community social responsibility) activities 
during crisis and emergencies without prior 
approval and will require a post approval. 
The CSR activities as well as types of crisis 
and emergencies can be specified by MRA. 
This will make it easier for the MFIs to provide 
immediate response to the field as per 
demand.

- For MFIs: Any type of crisis or emergencies 
which may add to the vulnerability of the 
borrowers need prompt response. So, MFIs 
together with microfinance networks may 
continue doing advocacy with MRA in this 
regard as well as ensure their stance to MRA 
for utilizing this fund with proper financial 
accounting. 

5. Preventing local administration’s intervention 
against MFIs’ operation during a crisis situation: 
MRA is the supreme authority to regulate the 
activities of the microfinance sector under 
Microcredit Regulatory Authority Act 2006 as 
well as Microcredit Regulatory Authority Rules 
2010. MRA has taken several measures in a timely 
manner to protect the interest of the borrowers 
as well as the MFIs from the impact of COVID-19. 
However, during the pandemic when the MFIs 
resumed their activities as per circular issued by 
MRA, a couple of cases were reported where 
the local administration tried to intervene by 
circulating letters to stop the operation of many 
MFIs, though it is not under their purview to 
regulate MFIs. 

- For Regulator: To dispel this type of 
misinformation during any further crisis, MRA 
can make both MFIs and concerned local 
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administration aware of its stance and ensure 
that MFIs operate under MRA’s sole authority. 
Conversely, the local government may 
play a positive role by creating an enabling 
environment for the MFIs to work as per the 
guidance of MRA.  

- For MFIs: On the other hand, MFIs may 
maintain liaison with the local government 
and work closely with them during any crisis 
situation at the field level.  

6. Providing mental health support for MFIs’ staff 
members: Working in microfinance at field 
level can be stressful as it is. A crisis, such as 
this pandemic, can only aggravate the stress 
level and have a considerable impact on one’s 
mental health. Collection of overdue amounts 
along with regular monthly targets for the Field 
Officers are putting added mental pressure on 
them. In order to have a stable work environment 
it is important to ensure sound mental health of 
the staff. 

- For MFIs: Only a few of the MFIs who 
participated in this study have been 
practising various mechanisms to provide 
mental health support to their staffs. Other 
MFIs can take it as an example and may 
consider providing mental health support for 
their staff in terms of counselling. A hotline 
can be established where a staff can call, in 
case, he or she needs support or to lodge a 
complaint. Furthermore, MFIs can organize 
regular refresher workshops or exposure 
visits to reduce the monotony of work of staff.   
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ANNEXURE  I 

Table I: Distribution of MF Respondents across Monthly Personal Income

Table III: Sources of Household Income

Table II: Distribution of ME Respondents across Monthly Personal Income

Monthly Income (BDT) No. of MF Respondents Percentage (%)

Up to 2,000 18 39.1

2,001 - 5,000 12 26.1

5,001 - 10,000 13 28.3

More than 10,000 3 6.5

Total 46 100

Source MF (%) ME (%)

Permanent wage employment   7.9 6.9

Temporary / contract-based wage employment   20 6.9

Agriculture	(crop/flower) 22.9 46.6

Own business 13.6 48.6

Own small enterprise 12.1 16.4

Monthly Income (BDT) No. of ME Respondents Percentage (%)

Up to 5,000 19 21.8

5,001 - 15,000 12 13.8

15,001 - 30,000 11 12.6

30,001- 50,000 13 14.9

50,001-100,000 17 19.5

100,001-200,000 8 9.2

More than 200,000 7 8.1

Total 87 100
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Source MF ME

Very Small initiative/business 11.4 6.9

Livestock rearing/cow fattening 10.71 17.81

Poultry 1.43 8.9

Fishing 1.43 2.74

Fish farming 2.86 9.59

Fish trading 4.29 3.42

Day labourer (farm labour, earth cutting, brick chop-
ping, rice processing etc.) 17.14 3.42

Driver (Rickshaw/van/boat/ paddy processing etc.) 12.14 1.37

Driver (Auto Rickshaw, Jeep, Taxi, Bus, truck, motor-
cycle, etc.) 18.57 4.79

Tailor 7.86 1.37

Mason/ Carpenter/ varnish and painter 15.71 2.74

Electrician 2.14 0.68

Income from rent (house, shops, transport, pump, 
boat-van, etc.) 6.43 11.64

Remittance from abroad 5 27.4

Other 5.7 3.4

Table IV: Distribution of MF and ME Respondent HH across Monthly HH Expenditure

Monthly HH Expenditure 
(BDT) MF (%) ME (%)

5,001-10,000 8.6 2.7

10,001-15,000 30 2.1

15,001-30,000 48.6 25.3

30,001 – 50,000 10 26

50,001 – 80,000 0.7 23.3

80,001 – 1,00,000 0.7 4.8

More than 100,000 1.4 15.8
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Table VI: Average Savings per Income Group (all borrowers)

Chart I: Distribution of Respondents across Different  Types of Savings

Monthly Household Income 
Range (BDT) Respondents % Average Savings

(BDT)

Up to 15,000 26.6 15,059

15,000 to 30,000 28.7 18,296

30,000 to 45,000 12.9 26,121

45,000 to 60,000 11.2 37,910

60,000 to 90,000 7 47,084

90,000 to 180,000 5.9 77,591

More than 180,000 5.6 77,436

Do not have savings 2.4 -

Table V: Coping mechanisms adopted by the respondents to manage the financial crisis 
during pandemic

Coping Mechanism MF (%)
(n=123)

ME (%)
(n=125)

All Respondents (%)
(n=248)

Took Loan 58.54 48 53.23

Withdrew/Used Savings 47.97 52 50

Reduced expenditure 49.59 45.6 47.58

Sold/mortgaged asset 13.82 29.6 21.77

Received assistance 19.51 3.2 11.29

Others 0 1.6 0.81

No measures taken 2.44 5.6 4.03
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Products/Services
Very 
good 

(%)

Good 
(%)

Neither 
good nor 
bad (%)

Bad (%) Very 
bad (%)

No such 
option 

(%)

Cannot 
say (%)

Loan 32.9 66.1 0.7 0.3 - - -

General Savings 23.8 72 3.5 0.3 - - 0.3

LTS/DPS 16.1 48.6 3.5 0.7 - 2.1 29

Voluntary Savings 12.2 28.7 2.4 0.3 0.7 14.7 40.9

Insurance/BWF 11.9 78.7 3.5 2.8 1 - 2.1

Non-financial	Service 5.6 33.2 16.8 0.7 0.3 9.8 33.6

Behaviour of MFI Staff 47.9 49.3 2.1 0.7 - - -

Table VII: Feedback of the Respondents about MFIs’ Products and Services

Chart II: Types of Insurance
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ANNEXURE  II

Questionnaire for
Effects and Impact of COVID-19 Pandemic on MFIs and their Clients: 

A Comprehensive Study 

Interview Number
(For Office use)

District House hold number

District Code
Dhaka 1

Cumilla 2
Chattogram 3

Barishal 4
Rangpur 5
Rajshahi 6
Jashore 7
Sylhet 8

Type of Borrower Code
Micro Lending 1

Micro Enterprise 2

Type of Area Code
Rural 1

Urban 2

Name of the data enumerator:

Date of data collection:

Name of the data editor:

Date of data editing: 

Data rechecked by: 

Date of data rechecked:
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A. GENERAL INFORMATION OF THE RESPONDENT

Sl Questions Response

A1 Sex of the respondent 01.  Male
02.  Female

A2 Please tell us your (respondent’s) name

A3 What is your age? …………….. years

A4 Please tell us your (respondent’s) 
husband’s/ father’s name

A5 What is your address (respondent’s 
address)

01.  Village:        
02. Union:
03.   Upazila:                                         
04.   District:
05.   Phone Number (if any): 
06.   Name of the Branch:                 
07.   Name of Somity/Center:

A6 Member of which MFI?

A7 For how many years have you been a 
member of this MFI?

A8 Have you been an active member of this 
MFI for ……… years or has there been 
an interval?

01.  Continuing without interval  Skip to A10
02.  With interval
77.  Not applicable (for first loan)  Skip to A10

A9 When was the last time you had an 
interval and why?

01.  When? .....................................
02.  For how many months? ………………………
03.  Why? 

01.  No need for loan
02.  Considering difficulty in loan repayment as there was no 

income at that time 

A10 Why did you become a member of this 
MFI (as there are many other MFIs in the 
area?)

(Probe; more than one response)

01. The MFI has diverse products/loans with different tenure
02. Easy requirements/conditions for taking loans
03. Easy conditions for repayment
04. Loan installment can be paid using different methods (bank, 

bkash, going to MFI branch etc.)
05. New loan can be taken while the previous loan is still ongoing 

(companion loan)
06. Loan amount available as per the borrower’s demand
07. Quick loan disbursement after loan application
08. Easy condition for paying overdue loan instalment
09. Good behavior of staff/good relationship with staff
10. Someone I knew recommended this MFI
11. The MFI’s branch is nearby
12. Opportunity to pay monthly installment
13. Invited to attend monthly seminar 
14. Seems reliable and safe
15. Enrolls member by going door to door
16. Lower interest rate
17. Option for deposit savings 
18. Option of withdrawing savings at any time
19. Started loan programme first in this area
20. Officer collects installment from home/work place
21. MFI’s group meeting center is at home/adjacent house
22. No fixed amount of savings requirement to get loan
23. Affiliated through children’s programme
24. Availability of long term foreign/migrant loan
25. Availability of loan for males
26.   Relative’s institutions/relative is working here
99.   Other (please specify):………………………………………….
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B. SOCIOECONOMIC INFORMATION OF THE RESPONDENT’S HOUSEHOLD

Sl Questions Response

B1 How many HH members do you have? ………………………..

B2 Who is the head of your HH? 01. Self
02. Husband
03. Son
04. Brother
05. Father-in-law
06. Father
07. Mother-in-law
99. Other; Please specify………………………….

B3 How many earning HH members do you have? ………………………..

B4 How much land does your HH own? 01. Homestead:……………………. decimals
02. Cultivable land:……………………decimals
03. For business:………………………decimals
04. No HH land
66.   Do not know
99.   Other (please specify):……………………decimals 

B5 Do you have electricity in your HH? 01. PDB/DESCO/REB/NESCO
02.   Solar
99.  Do not have electricity

B6 Do you have internet access in your mobile 
phone?

01. Yes
02. No
99.   Do not have/use mobile phone

B7 What are the sources of your HH income?

(Probe; more than one response)

01. Permanent wage employment   
02. Temporary / contract based wage employment   
03. Agriculture (crop/flower)
04. Own business (please 

specify)……………………………………….
05. Own small enterprise (please 

specify)…………………………..
06. Very Small initiative/business (please specify)………………
07. Livestock rearing/cow fattening
08. Poultry
09. Fishing
10. Fish culture
11. Fish trading
12. Input seller
13. Day laborer (farm labor, earth cutting, brick chopping, 

rice processing etc.)
14. Driver (Rickshaw/van/boat/ paddy processing etc.)
15. Driver (Auto Rickshaw, Jeep, Taxi, Bus, truck, motorcycle, 

etc.)
16. Tailor
17. Mason/ Carpenter/ varnish and painter
18. Electrician
19. Income from rent (house, shops, transport, pump, boat-

van, etc.)
20. Private tuition
21. Social/ Government facilities (VGD/ VGF/ FFW). Please 

specify; ……………………….
22. Pension
23. Remittance from abroad
24. Regularly gets money from someone in some other part 

of the country
25. Domestic worker/ works in others’ house
26. Village doctor/Kobiraz
99.   Member/Goala
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B. SOCIOECONOMIC INFORMATION OF THE RESPONDENT’S HOUSEHOLD

Sl Questions Response

B8 What was the approximate average HH income 
in the last 2 years since the onset of covid-19 
pandemic?

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

B9 What was the approximate average HH 
expenditure in the last 2 years since the onset 
of covid-19 pandemic?

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

B10 Considering your income and expenditure, 
what is your financial state?
(Prompt)

01. Always deficit
02. Sometimes deficit
03. Balanced/Equal
04. Surplus
66.   Do not know

B11 What was your approximate average HH 
income before covid-19 pandemic (before 
2020)?

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

B12 What was your approximate average HH 
expenditure before 2020?

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

B13 Considering your income and expenditure, 
what was your financial state before covid-19 
pandemic (before 2020)?
(Prompt)

01. 01. Always deficit
02. Sometimes deficit
03. Balanced/Equal
04. Surplus
66.   Do not know

B14 Does any of your HH member (other than you) 
have any savings?

01.  Yes
02.  No  Skip to B16
66.  Do not know  Skip to B16

B15 Where is this savings maintained/ deposited?

(Probe)

01.  MFI
02.  Bank
03.  Insurance company
04.  Post office
05.  Local cooperative
66.  Do not know
99.  Other (please specify)……………………………..

B16 Has any of your HH member (other than you) 
taken any loan?

01.  Yes; Amount …………………. Taka
02.  No  Skip to C1
66.  Do not know  Skip to C1

B17 From who/where did they take the loan? 01.  MFI
02.  Bank
03.  Relative/neighbor/friend
04.  Local moneylender
05.  Local cooperative
66.  Do not know
99.  Other (please specify)……………………….
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Sl Questions Response

C1 Are you currently involved in any income 
generating activity?

01.  Yes; 
02.  No  Skip to C7

C2 What is your main occupation? 01. Permanent wage employment   
02. Temporary / contract-based wage employment   
03. Agriculture (crop)
04. Own business (please 

specify)……………………………………….
05. Own small enterprise (please 

specify)…………………………..
06. Very Small initiative/business (please specify)………………
07. Livestock rearing/cow fattening
08. Poultry
09. Fisherman
10. Fish farmer
11. Fish trader
12. Input seller
13. Day laborer (farm labor, earth cutting, brick chopping, 

rice processing etc.)
14. Driver (Rickshaw/van/boat/ paddy processing etc.)
15. Driver (Auto Rickshaw, Jeep, Taxi, Bus, truck, motorcycle, 

etc.)
16. Tailor
17. Mason/
18. Carpenter/ 
19. Varnish and painter
20. Electrician 
21. Private tuition
22. Domestic worker/ working in others’ house
99.   Others; (Please 

specify)……………………………………………….

C3 What is your average income from this 
occupation?

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

C4 What other sources of income do you have? 01. Permanent wage employment   
02. Temporary / contract based wage employment   
03. Agriculture (crop)
04. Own business (please 

specify)……………………………………….
05. Own small enterprise (please 

specify)…………………………..
06. Very Small initiative/business (please specify)………………
07. Livestock rearing/cow fattening
08. Poultry
09. Fisherman
10. Fish farmer
11. Fish trader
12. Input seller
13. Day laborer (farm labor, earth cutting, brick chopping, 

rice processing etc.)
14. Driver (Rickshaw/van/boat/ paddy processing etc.)
15. Driver (Auto Rickshaw, Jeep, Taxi, Bus, truck, motorcycle, 

etc.)
16. Tailor
17. Mason/ Carpenter/ varnish and painter
18. Electrician
19. Income from rent (house, shops, transport, pump, boat-

van, etc.)
20. Private tuition
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21. Social/ Government facilities (VGD/ VGF/ FFW). Please 
specify; ……………………….

22. Pension
23. Remittance from abroad
24. Regularly gets money from someone in some other part 

of the country
25. Domestic worker/ works in others’ house
26. Do not have any other source of income  Skip to C6
99.   Other (please specify)…………………………………………

C5 What is your average income from these 
sources?

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

C6 What is your average total income?
(to be filled out by the enumerator)

01.  Annual ………………………… Taka
02.  Monthly ……………………… Taka

C7 Do you have your own bank account? 01.  Yes; ………………………………………… 
 (Name of the bank)
02.  No



57

D. INFORMATION ON LOAN, SAVINGS AND INSURANCE OF THE RESPONDENT

Sl Questions Response

D1 Do you currently have any loan from 
……………. (say the name of the MFI of which 
the respondent is a member of)?

01.  Yes; Amount …………………. Taka  Skip to D3
02.  No 

D2 When did you pay the last instalment of your 
last loan from……………. (say the name of the 
MFI of which the respondent is a member of)?

01.  ………………………… months ago
02.  (amount of loan) ……………………….. Taka

D3 Did you get the amount of loan you had 
applied for?

01.  Yes
02.  No; Amount you applied for …………………. Taka

D4 What is the tenure of the loan? 01. 3 months
02. 6 months
03. 1 year
04. 1.5 years
05. 2 years
06. More than 2 years
99.   Other (please specify)………………………………….

D5 What is the mode of repayment? 01. Weekly
02. Monthly
03. At a time
99.   Other, please specify…………………..

D6 For which purpose did you use loan? 01. For medical treatment/Childbirth 
02. To build house
03. For business 
04. To buy goods for business/invest in existing business  
05. To take lease of land 
06. To buy /rear livestock 
07. To buy/repair auto rickshaw/rickshaw 
08. To repay another loan 
09. To repair house 
10. For household expenses 
11. For special occasions 
12. For job 
13. To buy land 
14. To send a HH member abroad 
15. To invest in Agri/flori/aquaculture
16. For child’s education 
17. Have not spent it yet  If code 17 then skip to D10

D7 Did you use the loan for the same purpose it 
was taken for? 

01.  Yes  Skip to D9 
02.  Partly used it for the same purpose
03.  No

D8 Why did you not use it for the same purpose? 01. Needed money for medical treatment
02. Existing business was not going well so had to invest in 

new occupation
03. Had to take lease of land
04. Had to repay loan instead
05. Invested in some other IGA
06. Bought land instead
07. Had to repair house
08. Had to repair auto/buy parts/battery
09. Needed to increase business capital
10. Needed to meet household expenditure
11. Had to spend for education
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D. INFORMATION ON LOAN, SAVINGS AND INSURANCE OF THE RESPONDENT

Sl Questions Response

D9 Who mainly utilized this loan? 01. Self/Respondent
02. Husband
03. Son
04. Father
05. Family purpose
06. Father-in-law
99.   Other (please specify) ……………………..

D10 Do you currently have loan from any other 
sources?

(Probe: more than one answer)

01. MFI; i. Name of MFI …………………………….
  Loan amount ……………………. Taka
  ii. Name of MFI …………………………….
  Loan amount ……………………. Taka
02. Bank; i. Name of bank ………………………..
  Loan amount ……………………. Taka
  ii.  Name of MFI …………………………….
  Loan amount ……………………. Taka
03.  Moneylender; Loan amount ……………………. Taka
04.  Relative/friend/neighbour; Loan amount …………… Taka
05.  Have not taken loan from any other sources  Skip to           

D13
06.   Local cooperative
99.  Other (please specify) …………………………………….

D11 What was the reason for taking loans from 
multiple sources?

01. Needed money for medical treatment
02. To buy livestock feed/had to take additional loan (during 

interim period) for other purpose
03. To send someone abroad
04. Did not get the required amount from one source
05. Had to take loan to maintain a DPS
06. To invest in business
07. Larger loan requires bank account
08. Needed money to repair/build house
09. Needed money to meet HH expenses
10. To buy land
11. For election
12. To repay loan
13. For daughter’s wedding
14. To pay for children’s education

D12 Which source did you find to be more 
convenient for taking loans?

01. Name of the source: …………………..
02. Why? 
01. Lower interest rate
02. Amount of loan available as per requirement
03. Uncomplicated loan requirements/ easier and faster 

application process
04. Simple/Low savings requirements
05. Higher return on DPS 
06. Good relationship with staff/good behavior of staff
07. MFI’s group meeting center is at home/adjacent house
08. Flexible loan repayment options/weekly or monthly 

instalment payments
09. Availability of companion loan
10. In case of institutional loan, instalment can be paid on a 

regular basis
11. Option to adjust instalment from savings
12. No interest rate (loan from relatives)
13. Can be repaid any time (loan from relatives)
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D. INFORMATION ON LOAN, SAVINGS AND INSURANCE OF THE RESPONDENT

Sl Questions Response

D13 Since the onset of covid-19 pandemic (since 
2020), how do you collect the loan amount?

(Probe; more than one answer)

01. Collected cash by going to MFI branch myself
02. Collected the cheque by going to MFI branch
03. Collected from the MFI FO during group meeting
04. MFI FO delivered it to home
05. MFI transferred it directly to my bank account
06. Using digital platform (bkash/rocket/others)  D17 

applicable for code 06
07. Have not taken a new loan since covid-19/the previous 

loan is still ongoing
99.   Other (please specify) ………………..……………………

D14 Before covid-19 pandemic how did you collect 
the loan amount?

(Probe; more than one answer)

01. Collected cash by going to MFI branch myself
02. Collected the cheque by going to MFI branch
03. Collected from the MFI FO during group meeting
04. MFI FO delivered it to home
05. MFI transferred it directly to my bank account
06. Using digital platform (bkash/rocket/others)  D17 

applicable for code 06
77.   Not applicable (first loan taken after the onset of 

pandemic)
99.   Other (please specify) ………………..……………………

D15 Since the onset of covid-19 pandemic (since 
2020), how do you pay the instalment?

(Probe; more than one answer)

01. Going to MFI branch myself or sending someone else to 
branch

02. MFI FO collects it during the group meeting
03. MFI FO collects it from home/workplace
04. Through bank
05. Using digital platform (bkash/rocket/others)  D17 

applicable for code 05
99.  Other (please specify) ……………………

D16 Before COVID-19 pandemic how did you 
collect/receive the loan amount?

(Probe; more than one answer)

01. Going to MFI branch myself or sending someone else to 
branch

02. MFI FO collects it during the group meeting
03. MFI FO collects it from home
04. Through bank
05. Using digital platform (bkash/rocket/others)  D17 

applicable for code 05
77.  Not applicable (first loan taken after the onset of 

pandemic)
99.  Other (please specify) ……………………

D17 Do you think transaction using digital platform 
is convenient?

(Applicable only if response is code 06 in 
questions D13, D14 and response is code 05 in 
questions D15, D16)

01. Yes  
02. No
77. Not applicable  Skip to D19

D18 If yes, why? If no, why not? 01. Do not know the rules or process so do not feel 
comfortable

02. Risk of sending money to the wrong number
03. Do not feel safe using it/no documentation
04. High service charge/additional charge
05. Easy to pay at branch as its nearby 
06. Can pay instalment on time from anywhere
07. Do not have to travel to branch to pay instalment
08. No transportation cost to travel to branch
09. Takes less time
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Sl Questions Response

D19 Are you able to pay the installments in a timely 
manner?

01. Yes
02.  No

D20 What challenges/problems do you face in 
making regular timely instalment payments?

01. Have to borrow from someone to pay instalment on time
02. Due to reduced income face problem to pay instalment 

on time
03. Unable to pay instalment (overdue) due to no income for 

various reasons (pandemic/illness etc.)
04. Do not face any challenge

D21 In case of overdue, how do you manage this 
payment? How do you plan to pay these 
overdue installments?

01. By borrowing from others
02. Sold livestock
03. Loan was rescheduled
04. Paid the overdue amount with next instalment
05. Paid/paying the overdue amount part by part with the 

following instalments
06. Took new loan from the same MFI and adjusted the 

overdue
07. Will pay the overdue instalments when income increases
08. Adjusted with savings
09. Paid overdue instalment by reducing HH expenditure

77.  Not applicable 

D22 Do you have any insurance from MFI or 
insurance company?

01. Yes
02. No  Skip to D25

D23 What type of insurance do you have? 01. Life insurance
02. Asset insurance
03. Loan insurance
04. Health insurance
99. Other; please specify……………………..

D24 Where did you buy the insurance from?
(Probe; more than one answer)

01.  MFI; duration 01. Equal to loan tenure
66.  Do not know
02.  Insurance Company; duration………………………………

D25 Do you have any savings in any MFI or bank? 01. Yes
02. No  Skip to D28

D26 What type of savings scheme did you invest in?

(Probe; more than one answer)

01. General member savings at MFI; total amount saved 
……………………. Taka

02. Long term savings at MFI; total amount saved 
……………………. Taka

03. Voluntary savings at MFI; total amount saved 
……………………. Taka

04. DPS at bank; total amount saved ……………………. Taka
05. Security savings
66.  Do not know/cannot say  Skip to D28
99.   Others; please specify…………………

D27 Which type of savings is the most convenient 
for you?

01.  Open ended:
i.  Name of the savings scheme: 
  01. Savings at banks
                 02.  Voluntary savings
                 03.  DPS at MFI
                 04.  General member savings
                 05.  Security savings
                 06.  Savings at cooperative
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Sl Questions Response

ii. Why: 
 01. More reliable
 02. Option of withdrawing savings anytime
 03.  Option of depositing any amount of savings anytime
 04. Receive good amount of money (profit) at regular 

interval
 05.  Option of adjusting instalment from general savings
 06. Higher profit

02.  Do not have more than one type of savings
66.  Do not know/cannot say

D28 What is the minimum savings requirement to 
be eligible for a loan?

01.  ……………………Taka per thousand Taka loan
02.   Savings is not mandatory
66.   Do not not/cannot say
77.  Not applicable
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E. RESPONDENT’S IMPRESSION ABOUT THE PRODUCTS AND SERVICES OF RESPECTIVE MFIs

Sl Questions Response

E1 What is your opinion about the existing products and services of ……………………… (say the name of the name 
of the MFI)

Products/Services

E1.1 Loan

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
66.   Do not know/cannot say

E1.2 General or mandatory members’ savings 

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
66.   Do not know/cannot say

E1.3 Long term savings 

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
06. There is no option for long term savings in this MFI
66.   Do not know/cannot say

E1.4 Voluntary savings

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
06. There is no option for voluntary savings in this MFI
66.   Do not know/cannot say

E1.5 Insurance

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
66.   Do not know/cannot say

E1.6 Non-financial services (education, health, 
WASH, trainings, awareness etc.)

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
06. No option for non-financial survices 
66.   Do not know/cannot say

E2 How is the behavior of the MFI staff?

(Prompt)

01. Very good
02. Good
03. Neither good nor bad
04. Bad
05. Very bad
66.   Do not know/cannot say

E3 In case of loan products, what other facilities 
would be more convenient for you? 

(Probe; more than one answer)

01. Easier loan application process
02. Longer grace period for new loans
03. Monthly installment instead of weekly
04. Rescheduling of existing loan
05. Larger loan amount/loan amount as per demand
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06. Longer tenure
07. Approval of new loan before existing loan is repaid
08. Lower amount of instalment
09. Lower interest rate
10. Relaxing the savings requirement for taking loans
11. Flexible loan tenure
12. Relaxing the condition for deposit chq/collateral/non-

relative sponsor   
13. Reducing the rate of amount deposited as  loan 

protection fund/Insurance fund
14. Flexibility is increasing the loan ceiling for consecutive 

loans
15. Option of using different methods for receiving and 

repaying loans (digital wallet/bank etc.) (please specify)
16. Flexibility in instalment payment
17. Service charge of digital payment borne by MFI
18. Availability of seasonal loan/loans with repayment at a 

time
19. Availability of loan for education
20. Faster loan disbursement from application
21. In case of no death, charge for loan insurance should be 

returned to the borrower at the end of tenure
22. Availability of consumption goods loan
23. Existing facilities are convenient/sufficient
66.   Do not know/cannot say
99.   Other; please specify…………………………..

E4 In case of savings deposit and withdrawal, 
what other facilities would be more convenient 
for you? 

(Probe; more than one answer)

01. To be able to withdraw savings anytime 
02. Deposit savings once a month instead of every  week
03. Do not want to deposit any savings
04. Reduce the amount of mandatory savings per thousand
05. Option of using different methods for depositing and 

withdrawing savings (digital wallet/bank etc.) (please 
specify)

06.  Increase the rate of return on savings
07.  Option to withdraw savings during group meeting
66.   Do not know/cannot say
99.   Other; please specify……………………………..

E5 Do you think there is a need for consumption 
loans to meet the demand for HH expenses 
such as child’s wedding, house repair, buying 
tv-refrigerator-furniture etc?

01. Very much needed
02. Would be helpful
03. No need
04. Such loans are already available

E6 Many people these days use bkash, Nagad, 
Rocket or other digital platforms to make 
transactions. Are you aware of this?

01. Yes
02. No Skip to E13

E7 Do you or anyone in your HH use such digital 
wallets?

01. Yes
02. No  Skip to E11

E8 In whose name is this bkash/rocket/nagad or 
any other digital wallet is registered?

(Prompt)

01. Self
02. Someone else in the HH
03. Make transactions through agent

E9 For what purpose do you use it? 01. Receive child’s scholarship money from school/pay 
school fees

02. Receive customers’ payments
03. Send money to moneylender (business related) 
04. Pay loan instalments
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05. Deposit savings
06. Recharge/buy mobile talk-time 
07. Pay utility bills
08. Send/receive money to/from relatives/family members 

and others
09. Save money in the digital wallet that can be used any time 

for any purpose
10. Receive remittance from abroad
11. Pay house/shop rent
12. Receive government allowance/training allowance  
13. Receive/pay salary
14. Work as a digital wallet agent

E10 Which digital wallet do you use?

(Prompt)

01. Bkash
02. Rocket
03. Nagad
04. Upay
99.   Others; please specify……………..

E11 Are you aware of any service charges for using 
the digital wallet?

01.  Yes
02.  No  Skip to E13

E12 What is the service charge? 01.  Taka…………………….
66.  Cannot say

E13 Many people are making payments, sending 
money, paying bills, buying goods using these 
digital platforms; would you be interested in 
receiving loans and paying instalments using 
digital platform? 

01.  Yes
02.  No 
66.  Cannot say  Skip to E15

E14 If yes, why? If no, why not? 01. Do not know enough about digital platform/wallet
02. Feels inconvenient 
03. Feel more comfortable and reliable paying instalment 

during group meetings
04. Risk of sending money to the wrong number
05. Risk of fraud
06. Does not feel safe/reliable
07. No instant documentation of payment 
08. Additional service charge of digital transaction
09. Saves time/transport cost 
10. Payment of instalment is easy and convenient
11. Can pay instalment on time from anywhere
12. Do not have to carry cash

E15 After you’ve repaid the current loan, would you 
take another loan from this MFI?

01. Yes
02. No
66.  Do not know/cannot say  Skip to F1

E16 If yes, why? If no, why not? 01. To build/repair house
02. To invest in existing business
03. To start a new business
04. To send someone abroad
05. To buy livestock
06. Not fixed yet
07. To buy land
08. To take lease of land
09. For fish farming
10. To buy/repair motor vehicle/rickshaw
11. For agriculture/flower cultivation 
12. For medical treatment/childbirth
13. To repay existing loan
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14. To meet HH need/child’s education/buy HH items
15. Interest rate is high
16. Do not need

F. IMPACT OF COVID-19 PANDEMIC ON THE RESPONDENT HOUSEHOLD

Sl Questions Response

F1 How have you or your HH members been 
affected by covid-19?

(Probe; more than one answer)

01. Sick from covid-19
02. High hospital/medical expenditure
03. Loss of income/reduced income
04. Loss of job
05. No work
06. Loss of business/increased overdue/reduced price of 

product
07. Had to change job/business/occupation
08. Could not pay loan instalments 
09. New loan was not available
10. Did not get loan as per need
11. Could not withdraw savings as needed
12. Price of daily essentials increased
13. Had to relocate to another place within the country 

(specify from where to where)……………………………..
14. Had to come back to homeland after losing job aborad
15. Was not affected that much
16. Did not get remittance from abroad
99.   Other (please specify) ………………………………………….

F2 During the pandemic have you faced any 
problem with the MFI regarding loan/savings 
transaction or instalment payments?

01. Could not pay instalments
02. New loan was not available
03. Did not get loan as per need
04. Could not withdraw savings as needed
05. Did not face any problem
77.   Not applicable (new loanee)
99.   Other (please specify) ……………………………..

F3 How much financial loss (including income 
loss) have you incurred in the last 1.5 years due 
to covid-19 pandemic?

01.  Taka……………………………..
44.  Did not incur any loss  Skip to F6

F4 How did you cope with this financial loss?

(Probe; more than one answer)

01. Sold asset
02. Withdrew savings
03. Took loan from MFI
04. Took loan from relative/neighbor
05. Took loan from moneylenders
06. Took loan from bank
07. Mortgaged any asset
08. Government assistance
09. Reducing HH expenditure
10. Migration/relocation
11. Reducing expenditure on food
12. Seasonal part-time work
13. Used saved money
14. Assistance from parents/relatives
15. Assistance from people in the area
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16. Assistance from private organization
17. No education expenses as schools were closed
18. No financial loss/No such thing need to do  
99.   Other (please specify) ……………………………………

F5 What are the challenges that you are still facing 
in coping with the financial loss? 

01. Could not get the real price of the product yet
02. Still have not repaid the loan
03. Business is not continuing well/no increase in income
04. Difficult to recover the overdue money from the customer
05. No challenges 

F6 Have there been any changes in rules and 
process regarding loan disbursement of the 
MFIs following COVID-19? 

01. Yes
02. No  Skip to F8
66.   Do not know/Cannot say  Skip to F8

F7 If yes, what?

(Probe; more than one answer)

F8 Aside from the loan products what type of 
service/product/assistance would be helpful 
for you?

1. Free/primary healthcare service/medicine/financial 
assistance for medical treatment

2. Health/covid awareness advise/covid test in the area
3. Scholarship/education assistance
4. Skill development training/trainings on IGA
5. Sanitation
6. Financial allowance for widows
7. Financial assistance during disasters/crisis
8. Technical assistance for farmers
9. Legal counsel/consultation
10. Reward system for long-term members
11. Technical assistance for migrant workers
12. Disability allowance/assistance
13. Provide trees for plantation
14. Provide financial grant/assistance for child’s marriage
15. Do not need any other type of service/product/assistance
66.  Do not know/cannot say
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About INAFI Bangladesh

INAFI (International Network of Alternative Financial Institutions) is a global network 
of development practitioners (MFIs/NGOs). It has been internationally registered in 
The Hague, The Netherlands in 2000. INAFI Bangladesh is the country chapter of IN-
AFI Asia working in Bangladesh from 2003. INAFI Bangladesh promotes “Inclusive 
Development” with the fundamental view to contribute to the development sector 
(MFIs/NGOs) of the country as well as to benefit its Member Organizations (MOs) 
by adding values through piloting innovative projects and programmes, research, 
capacity building, technical assistances, advocacy and knowledge management. 

INAFI Bangladesh
Flat-4 A, House-597/2 (Matriniloy)

East Kazipara, Mirpur, Dhaka-1216, Bangladesh 
Email:	inafibd@inafiasia.net
Web:	www.inafiasia.net


